
3604 CONGRESSIONAL RECORD- HOUSE. :1\IAROH 16, 

I noticed in one of our local papers the other day that there were 
many eastern buyer s in Minneapolis buying up dry goods and shipping 
them back East where they came from. The article went on to say 
that the prices of many forms of dry goods were two or three times 
wha t they were a few years ago. Everything that the farmer has to buy 
is doubled or trebled. Feed for horses, to take just one item, is three 
times a s high as a few years ago. 

I am a great believer in allowing supply and demand to fix the price of 
merchandise. If any one article is unreasonably high people wlll imme
diately turn to something else. If the Government bas to have wheat 
for export why does it not allow the farmers a price which will com
pensate them for their risk and for the damage to their land. If the 
price of wheat flour i s high, people will use less of it. 

On our farm we are goin_g- to put in 50 per cent more wheat than we 
did las t year r egardless of Government action. As you know, the price 
of wheat, whether it is two or three dollars would not make any vital 
difference to me, but it makes a big difference to our renter, who pays 
all the expenses and does all the work. He could make double the money 
by planting this acreage with almost anything else. 

If wheat is_ to remain at $2.20 everything that the farmer buys 
should be r egulated to correspond. As this is impossible, it seems to me 
that the fair thing to do is to fix the price of wheat somewhere near 
its r!'!lf.Ltive value. .I can not see bow this would disturb the present 
conditions or condltlons until next .July anyway. The price on the old 
crop could remain at its present price and the new price to affect new 
wheat only. Under such conditions, after seeding, all the old wheat in 
the country will come on the market. 

I presume t?ere is nothing new in this letter for you, but I felt that 
I ought to w.nte you. on account of my personal experience with North 
Dakota farmmg. It IS an actual faot that the man who is running our 
farm is not a dollar ahead for the past two years of hard work in 
spite of the comparatively high prices prevailing. Crops have been 
poor and expenses greater than ever. 

l\Ir. McCUMBER. That letter is written by one who is farm
ing in the Red River Valley, where they bad no failure rust 
year, but a fairly average good crop in 1917. 

Mr. GRONNA. It is a favorite section of the State. 
Mr. McCUMBER. Yes; it is a favorite section, as my col

league says, of the State. Yet, even with the prices that were 
being paid he has not gotten ahead during this last year. 

Now, 1\fr. President, in closing let me say--
1\lr. GORE. 1\lr. President--
The PRESIDING OFFICER. Does the Senator from North 

Dakota yiel<.l to the Senator from Oklahoma? 
1\Ir. 1\IcCUl\IDER. I yield. . 
1\f.r. GORE. Did I understand the Senator to say he was 

closing? 
1\.Ir. l\lcCUl\lBER. Yes; I desire to close now. 
1\Ir. GORE . . I was going to suggest to the Senator that I 

presume it would be just as well to adjourn until Monday and 
let him finish then. A good many Senators here have expressed 
a desire, it being Saturday evening, to adjourn; but if the Sen
ator is on the edge of closing I will not make the suggestion 
now. 

1\Ir. 1\IcCUl\fBER. Very well, 1\Ir. President. This is simply a 
question of either letting the price alone entirely if you want to 
produce wheat or else allow a price that will somewhat compare 
with the prices that are fixed by the law of supply and demand 
on other articles. 

1\lr. GORE. Mr. President, for the reasons suggested a minute 
ago, I mo-ve that the Senate adjourn. 

The motion was agreed to; and (at 4 o'clock p. m.r the Senate 
adjourned untill\Ionday, 1\Iarcb 18, 1918, at 12 o'clock meridian. 

• 
HOUSE OF REPRESENTATIVES. 

SATURDAY, March 16, 1918. 
The House met at 12 o'clock noon. 
'l,be Chaplain, Rev. Henry N. Couden, D. D., offered the fol-

lowing prayer : • , 
0 Loru God Almighty, to whom we have been taught by the 

Mast€'r to look up in faith and confidence, and call Thee by the 
endearing na.me Father, which is altogether reus uring, quicken, 
we pray Thee, our activities and efficiency in the work where
unto Thou hast called us, that we may be faithful servants in 
the furthernnce of the eternal plans which Thou hast ordained, 
and "\"':hich in spite of the untoward circumstances of life Thou 
shalt in Thine own good time accomplish, to Thy glory and to 
the good of Thy children-

That nothing walks with aimless feet, 
That not one life shall be destroyed 
Or cast as rubbish to the void, 

When God hath made the pile complete. 

Aml all praise shall be Thine, in His na.me. Amen. 
The Journal of the proceeding-...; of yesterday was read and ap

proved. · 
ANONYMOUS DILL. 

The SPEAKER. Some gentleman, without writing his name 
on it, filed a bill providing pensions at the rate of $30, $32, $35, 
$38, and $40. Who is the author of the btU? 

MESSAGE FROM THE SEN ATE. 

A message from the Senate, by 1\Ir. 'Valdorf, its enrolling clerk, 
announced that it had passed Senate bills of the following titles, 
in which the concurrence of the House was requested: 

S. 3798. An act granting pensions and increase of pensions 
to certain soldiers and sailors of the Regular Army and Navy 
and of wars othei·s than the Civil War, and to certain widows 
and dependent relatives of such soldiers and sailors; 

S. 3476. An act to authorize the extension of a: pur track or 
siding from the existing lines of railroad in the District of Co
lumbia across First Street NE., between L and III Streets, to 
the buildings occupied by the field medical supply depot of the 
Army; and 
· S. 4f:l99. An act to amend and reenact section 5200, Revisecl 

Statutes of the United States. 
ADDITIONAL ASSISTANT SECRETAlliES OF WAil. 

1\Ir. DENT. l\fr. Speaker, I ask unanimous consent to take 
from the Speaker's table the bill (H. R. 9352) to amend an act 
entitled "An act providing for an Assistant Secretary of War," 
approved March 5, 1890, and for other purposes, m·y purpose 
being to move to concur in the Senate amendments. 

I will state that the bill as it passed the House was drafted 
by the War Department, and after it passed the House it was 
discovered that unintentionally the salary of the present Assist
ant Secretary had been reduced from $5,000 to $4.500. Except 
in the Department of Justice all Assistant Secretaries get $5,000 
a year, and it was not intended to reduce the salary of the pres
ent Assistant. 

1\fr. MILLER of Minnesota. Mr. Speaker, reserving the right 
to object, I should like to ask the gentleman a question if I 
may. There was so much confusion here and I do not know 
that I quite understood him, and I want to be put right. 1\Iy 
understanding is that the two gentlemen who wm be affected 
by the passage of this bill are already in office and receiving 
compen ation at the rate of $4,500 a year, and refuse to serve 
longer unless their salaries are increased to $5,000, which will 
be accomplished by the passage of this bill. Am I correct? 

1\Ir. DENT. The gentleman is entirely incorrect about that. 
Mr. 1\H:LLEJR of Minnesota. Then I want to be corrected. 
1\fr. DEN'l'. I can not say who will be appointed. I have no 

private or inside information, and have not had the curiosity 
even to ask--

liir. 'V ALSH. Did not the gentleman--
Mr. DENT. Let me answer the gentleman from Minnesota. 

I - have not even had the curiosity to ask who would be ap
pointed to these additional places. I do not h"'llow whether the 
gentlemen who are now receiving $4,500 will be appointed or not. 
The law simply provides for these two additional Assistant 
Secretaries, to get $4,500, but in the bill as drafted in the War 
Department, and as passed unanimously by the House here about 
a week or 10 days ago, unintentionally the salary of the present 
Assistant Secretary of War, an office that has been in existence 
for many years, was reduced from $5,000, which he is now re
ceiving, to $4,500. It is the purpose simply to correct that mis· 
take, and the Senate amendment, as I understand, does it. 

1\Ir. MILLER of Minnesota. Of course nobody would want to 
see the salary of the present Assistant reduced. l\Iay I go fur
ther and inquire, does this bill really create, then, two new 
Assistant Secretaries in the War Department? 

l\fr. DEl~T. The House has ah·eady decided that it does. 
The War Department has r equested it and the Senate has 
agreed. The War Department, which is perhaps the most over
worked department now in Washington, has but one Assistant 
Secretary of War. This bill has already passed the House 
unanimously a .week or 10 days ago. , 

Mr. 1\IILLER. of Minnesota. One further inquiry. Can the 
gentleman inform the House whether or not it is the intention 
of the present Secretary of War to remain permanently in 
France, so that this newly created office is necessary for tllat 
reason? I ask that in good faith, because it has been stated 
that he is going to remain on the War Board. 

Mr. DENT. I will -state to the gentleman that my informa· 
tion is that the Secretary does not intend to remain permanenUy 
in France. 

Mr. l\10NDELL. The purpose and effect of the Sennte amend
ment, as I understand, is simply to restore the present salary 
of the Assistant Secretary? 

Mr. DENT. Of the present Assistant Secretary, as I under-
stand it. 

Mr. STAFFORD. Will the gentleman yield? 
1\Ir. DENT. I yield to the gentleman from Wisconsin. 
Mr. STAFFORD. As I understand the purpose of the Senate 

amendment, it goes further and proviues $5,000 for these two 
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-autlitionn.l Assistant Secretaries of War. The present As-

istant Secretary of War receives $5,000. As I remember from 
looking over the bill as it was returned from the Senate, for these 
two additional secretaries it increases the amount from $4,500 
to $5,000. 

Mr. DENT. I think the gentleman is mistaken about that. 
If I am mistaken as to this, it is due to my misunderstanding of 
the Senate report. 

Mr. DYER. Reserving the right to object, Mr. Speaker, I 
want to ask the gentleman in regard to a matter which bas 
·been in the public press very much here of late, especially yes
terday and the lnst few <lays, with reference to legislation rec
ommen<led by the Surgeon General for what he says are the 
nee<ls of the Me<lical Department of the Reserve Corps and 
Medical Corps, as to efficiency ; and I will ask the gentleman if 
he knows what the attitude of the War Department is in refer
ence to this Assistant Sec1·etary of War who is now acting Secre
tary of War? 

1\lr. DENT. Of course, -that has absolutely nothing to do 
with the matter now pending before the House. The gentleman 
was in my office this morning, and I stated to him yery frankly 
.that there was a conflict of opinion on the subject. 
. Tile SPEAKER. Is there objection? 

Mr. STAFFORD. Mr. · Speaker, reserving the right to ob
ject-and I do not intend to object-! merely wish to state to 
the Chairman of the Committee on Military Affairs that I have 
just reexamined the amendment as passed by the Senate, and 
the pm·pose is, as I stated to the gentleman, to increase the 
salaries of these two new Assistant Secretaries from $4,000 to 
$5,000. The existing salary of the pre ent Assistant Secretary 
of war is $5,000, but this bill has nothing to do as to his salary'. 
It merely creates h\o additional Assistant Secretaries of War, 
and instead of the salary as carried in the original bill being 
$4,500 the Senate amendment changes it to $5,000. 

1\lr. DENT. I may have misunder too<l the Senate report. 
If so, I plead guilty in not comparing the report with the bill. 

The SPEAKER. Is there objection? ' 
1\fr. DYER. I object. 

I~DUSTRIAL CREDITS. 

1\Ir. KITCHIN. Mr. Speaker, I mo\e that the House resolve 
itself into the Committee of the Whole House on the state of 
the Union for the consideration of the bill (H. R. 10608) to 
provide further for th~ national security and defense, and, for 
the purpose of assisting in the prosecution of the war, to pro
vide credfts for industries an<1 enterprises in the United States 
necessary or contributory to the prosecution of the war, and 
for other purpo es; and, pending that, I ask unanimous con-
ent that the time for general debate be conh·olled equally

one half by the gentleman from Michigan [Mr. FORD!'\EY] and 
the other half by myself. 

Mr. HAMLIN. Does the gentleman wish to fix any limit on 
the general debate? 

Mr. KITCHIN. As far as the time is concerned, it is my 
desit·p to let it run on. 

T.\dLIN. Is ·it probable that the general debate will 
r m r to-day? 

"hu. l'- £TCHIN. Yes; certainly all of to-day. 
The SPEAKER. The gentleman from North Carolina moves 

that the House resolYe itself into the Committee of the Whole 
House on the state of the Union for the consideration of H. R. 
10608, and in the meantime he asks that in the general debate 
he control one-half of the time and the gentleman from Michi
gan [l\lr. FoRD~EY] one-half the time on the other side. 

l\.fr. HAYES. l\lr. Speaker, I think the gentleman from Michi
gan and the gentleman from North Carolina are both i.n favor 
of the bill. .I want to· know who those opposed to the bill are 
going to get time from. 

1\Ir. KITCHIN. I will say to the gentleman from California 
that he will be given ample time, as well as those who are 
opposed to the bill. I am sm·e the gentleman from Michigan 
[1\:Ir. FORDNEY] will join me in that statement. 

l\lr. FORDNEY. I am perfectly willing, and think it just 
that those who are opposed to the bill have equal time and that 
they should be alternated with those who are in favor of the bill. 
I am perfectly willing to divide the time with the gentleman 
from North Carolina and give the gentleman from California 
and those opposed to the bill ample time. 

The SPEAKER. Is there objection? 
· There was no objection. 
The SPEAKER. The question now is on the motion of the 

gentleman from North Carolina to go into the Committee of the 
\Vhole House on the state of the Union. 

The motion was agreed to. 

LVI-229 

Accordingly the House resolved itself into Committee of the 
Whole Honse on the state of the Union, with Mr. GARBETT of 
Tennessee in the chair. 

The CHAIRMAN. The House is now i.n Committee of the 
Whole House on the state of the Union for the consideration of 
the bill, of which the Clerk will read the title. 

The Clerk read as fe>llows: 
A bill (H. R. 10608) to provide further for the Jlational security and 

defe.nse, and, for the purpose of assisting in the prosecution of the war, 
to provide credits for industries and enterprises in the United States 
necessary or contributory to the. prosecution of the war, and for other 
purposes. 

Mr. KiTCHIN. l\1r. Chairman, I ask unanimous consent that 
the first reading of the bill be dispensed with. 

The CHAIRMAN. The gentleman from North Carolina asks 
unanimous consent that the first reading of the bill be dis
pensed "'ith. Is there objection? 

There was no objection. 
Mr. KITCHIN. Mr. Chairman and gentlemen of the com

mittee, on February 4 of this year I introduced House bill 
9499, known as the War Finance Corporation bill. It was in
troduced as nn administration measure, just a~ it was pre
pared by the TTeasury Department. Since its introduction the 
Ways and Means Committee has been giving most tUligent study 
and investigation to the provisions of the bill. As a result of 
our study and deliberation, so many ameQ.dments to the original 
bill were made in committee that the committee thought it 
better and wiser that a new bill containing such chunges 
should be introduced. Accordingly, I was insh·ucted to intro
duce House bill 10608, now kno·wn as the War Finance Cor
poration bill. This bill comes before you with the unanimous 
report of the committee, but it must not be understood that the 
committee, or any member of it, would sanction !'lUCh a bill in 
times of peace. Not one would favor it. We r eport and pre
sent it strictly as a war measure, deemed necessary by the 
administration and the committee. ' , 

The bill, even in its present shape, as well as the original, 
is so radical, so unprecedented, and, I may say, economically 
so revolutionary, that the mind of the most radical woul<l hesi
tate to indorse it at first blush. But the more we studied the 
bill, the more we investigated its purpose and effect, the more 
we contemplated the real situation that confronts the counh·y, 
its wisdom and necessity as an emergency measure appealed 
to us, and J; think the bill as amended will appeal to the judg
ment of the House and the country. 

This situation confronts the Nation: The administration-the 
war prosecuting branch of the Government-is convinced, and 
from the evidence before it yom· committee i convinced, that 
for the more effective prosecution of the war the time bas come 
when it is absolutely necessary for the Government in some 
way to go to the rescue of the industries whose operations are 
necessary or contributory to the prosecution of the war. If 
it withholds financial help, then the Government must of neces
sity take over or com.p1andeer the war indush·ies of the coun
try, including, perhaps, many public utilities, power plants, and 
so forth, and manage and operate them, putting up all the fllllds 
for investments and operation. We are decidedly of the opinion 
that it is better and wiser for .the Government to assist to 
some extent in providing money and credits for such industries 
than to take them over. 

There a~e three ways by "'hich the Governmeut can render 
the necessary assistance : 

First, by direct advances a.nd loans by the Treasury. No 
thoughtful man would suggest adoption of this method. Billions 
of additional bonds and taxes would have to be issued and 
raised. 

Second, by investing the Federal reserve bank system, through 
the Federal Reserve Board, with the powers and functions 
necessary to effectuate the purposes of the bil!. After due 
consideration this method did not appeal to om· be t judgment. 
To throw upon the Federal ·reser\e sy tern the vast powers 
and responsibilities contained in the bill or those necessary to 
carry out the objects of the bill would be a burden too im
mense to be added to its shoulders. It ,.-ould be unable to 
efficiently perform both the large and responsible duties now 
devolving upon it and the many and important duties pro
posed in the ~cheme of this bill. We desired, too, to maintain 
as far as possible this great system in its integrity without 
impairing its principal function of promoting and facilitating 
active commercial transactions. 

Everyone really interested in maintaining the Federal Re
sene System in its integrity, and confining it to its primary 
Ull(l essential functions as far as possible, will readily see the 
danger of the vast and extraordinary ~o,Yers and fu~ctions pro· 
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:posed in the bill overcoming and sw·allowing up the Federal 
Reserve System itse1f. 

If, theretore, it is unwise to provide the necessary aid di
rectly from the Treasury by raising more taxes and issuing more 
bonds, and if ·it is unwise to take care of the war industries 
through the Federal Reserve System. then, as the third way of 
providing the needed assistance, there 111Ust be created another 
and a new agency by "'hieh £uch assistance can be rendered. 
This bill proposes that new agency ·by creating the ·war Finance 
Corporation. At once we all see the necessitY of coming to the 
rescue of the 'Yar industries. The Government has gone out 
and by its continual sale of liberty bonds barred up almost 
every avenue of creoit. It has .almost exhausted, and will con
tinue during tbis war to exhaust, the ·surplus loanable funCls 
o'f the banks throughout the country by its continuous flow of 
issues of certificates of indebtedness. There are outstanding 
to-day about two billion and a half dollars of certificates of 
indebtedness payable on or before .Tune 25, 1918. These cer
tificates are .issued-from time to time during the year and the 
banks take them up, but under t11e law they can not be issueCl 
for a longer period than a year. Some are for 90 days, some for 
4 .months, and some for 6 months, and so forth, and the banks 
are continually appealed to to supp1y this enormous amaunt of 
money :for the ·Government. We can ·understand 'Very readily 
how the Government ha.S affected both the money a:nd credit 
market. 

I do not think the necessity for .this 1egislation or some sor.t 
of :legislation to give relief, can be .more clearly .expressed than 
the Secretary of the Trea ury did in .hi£ .testimony before .the 
Committee on W.:.rys . and Means.. He said: 

The Government" 'borrowj:ng , :pnrticnln:rly during "the perio.d immeOi
ately p receding :md following each liberty loan, have tended to pre
empt the credlt facilities of the banks and often to prevent them from 
giving "Deeded and cu.stomary help to qua~i-pnblic and private enter
prises. Many lnstances have been !Jrought to the attention nf the 
Secretary of the Treasury and ,of 'the -Federal .Reserve Roard where 
indust.ri:tl plant , public utilities, power .Plants , ru.ilroads, and others 
nave found difficult, it not JmpossiWe, to obtuin the necessa:r_y advances 
to enaWe them to perlo:rm •itnl serv.i.ce ln .connection with the war 
because e · entinl credits, .orclinarUy a>.ailaWe to them, are being a.b
sorb::!d by the Government itself, 

I will D.DW explain the .bill ;and its ·provisions. [t contalns 
three titles. Title 1. ll'elates to the War Finance Corporation. 
Title II rela:tes to the Capital Issues Committee. 

Title 1II relates to 1\li cellaneous---'the saving 1l.lld repealing 
clan es, and the penalty clau.Be. lt also contains a provision 
exempting from the stamp tax any note or notes secured by 
liberty b<mds ~nd cer±ifi.cates ef i-ndebtedne£s. 

TUle I. War F':inanoe Corpora:tion.-The corporation is nameCl 
by tbe bill the Wm F.inance ~ Corporation. lt is given the ordi
Da.1'3. powers of .n. coo-poration, to adopt, .alter, ·and 11se .a -seal; to 
sue and be sued ; to .acquire and lease lands ; to .make contracts ; 
to appoint .and fu :compensation ·of officers, :attorneys, agents, 
-emiJloyees ; to make by-law , and so forth, necessary to the 
transaction of its business. 

The life .of the corporation is 10 yea:rs, but it is not authorized 
:to do any busines or exa~cise any powers given tto it by the bill 
niter .ix months after the termination .of the ·:war except to 
wlnd up itS" affairs and liquidate it .assets. Hs principal office 
is to be in Washington, but it .may establish agencies or branch 
offices in any city or cities in the United States. 
It has one -stockholaer and only onE~--'the United States. 

Five hundred million dollars is the amount of the :capital 
stock, to be -paid in ftom time to time as called for by lthe 
board of directors with the .:approval of the Secreta.cy •Of the 
illreasm·y. 

The management of the corporation is vested in a board of 
five directors: The 'Secretary of the Treasury .is to be •Chair
man and the .feur rother members ure :to be a;ppointeil :by i:he 
President and con:fi:rmed by the Senate, two for ·a term of two 
years und :two for a term of fon:r ·years. . We have provii:led, 1n 
order to assure the country tbat the ·directorate shall be non
partisan, that not more than three members of the five i:lirectors 
shall .be of the snme political party. The -salary ·of these 
directors is not -to ~exceed .$12,000 .a year. J:t is no bar for ap
pointment that one is -already n.n officer of _the Government. He 
can remain such .officer .and .be a directm·, but his salary -as 
such :o:ffi.cer and <lixector, !Combined, can not 1exceed the salary 
fixed for a director; that 1s, can not exceed $12,000. It ·is also 
proviiled in the bill that ench director shall gtve this -entire time 
to the business of the corporation, except suoh Jtime ·a-s he de
cvotes to .the Government in hls other .official ·capacity, and -that 
no director or officer .of the corporation 15hall .in ~Y manner, 
.directly ,or .indirectly, -pnrtic1pate in ·the -determination <tf any 
question affecting his vel~<mal ·interest or rthe :interests of ·any 

corpomtion, partnership, or association in which he is directly 
or indirectly interested. 

"The corporation is authorized to issue bonds in an amount 
equal to four times the amount of its capital stock paid in and 
with a maturity of not less than one nor more than five years. 
The original 'bill authorized an "issue of eight times. Under 'the 
original bill $4,000,000,000 of bonds could be issued and ·be out
standing at any one time if the total amount of capital stock; 
that is, the $500,000,000, hai:l been paid in. In this bill we l1ave 
limited the total amount of outstanding issues to $2,000,000,000 
when the wbole capital stock has been _paid in. The amount that 
cnn be issued and outstanding at any one time is four times 
the amount of -the capital stock then paid in. 

That is, if an installment of only $100,000,000 is -paid in the 
corporation is authorized to i ·sue and 1mve outstanding ·only 
$400,000,000 of its 'bonds. IJf $250,000,000 of the capital stock is 
paid ·in, 1t is authorized to issue and have outstanding $1,000,-
000,00.0 of bonds, and when the whole $500,000,000, it can then 
issue and have outstanding $2,000,000,000 of bonds-the amount 
limited. I may here say that the corporation will probably make 
the larger part of its loans or advances by its bonds instead of. 
money. For instance, a corporation with proper securities ap-
plies to the 'Var Finance Corporation for a loan of $1,000,000. 
The •finance corporation has not the .money, and it ·does not 
want to go to · the trouble and expense of going out in the 
.market ana. selling its bonds. ·u ·will ndvance -to the npplicant 
$1,000,000 of 'its bonds, and then the ·applying corporation will 
go -out and -sell or go to the banks and borrow with these bonds 
pledged as security, as they will be of superior security, the 
funds needed. , 

Now, as to the _power of tbe corporation to make lloans or 
advances. Such loans or advances may be divided into thre~ 
classes: 

First, to any 'bunk, banker, or trust company, 'Which shall 
have made since April 6, 1.917, and whicb shall have outstanding 
any loan or 1oans to, or which shall have ·purchased since such 
date and own at time of the advance, -any bonds or obligations 
of any person, firm, coi.·poration, or association conducting an 
established and goinz business in the United States whose oper
ations shall be necessary or contributory to the prosecution of 
the war. -such advances to 'be fm· a J)eriod. not to exceed •five 
years. It is contemplated -that most of the business, most of the 
loans to the 'War industries, will go througn "the banking chan
nels. The advances will, for the most part, ·be 'made "by i:he 
corporation to the banks, which in turn will make loans to the 
war 'industries. In this way tbe corporation will have not only 
·the· note or obligation of i:he .borrowing 'industry and the securi
ties which the bank requires of it, but the note or obligation of 
the ·bank and such other ·securities as the -corporation may l.'e
quire of i:he 'ba:rik. Thus the bank stands between the cor:Pora
tion and the borrower as an additional protection and malting 
an additiona1 security to the bonds of the corporation, to whicll 
I shall later refer. 

Take a munition company as an illustration. It needs 1,000,-
000 and applies to its bank for it. The bank, not ~aving 'Stilli
cient funds, takes the company"s ·note i:tni:l the ecurities it 
requires of the company and applies to the corpcration. Th 
corporation, if it is -satisfied the securities are allequ:rte, -will 
aovance to the bank ·75 pa· cent -of the loan which the bank 
makes to the company, but the bank must give its note, secured 
by the ·company's ·note to it and :all the securities -pledged 'by 
tne company to the batik. 

1n •cases lik-e the -one just given, wb.ere th~ batik gives its 
note, secured by the obligation of the borrower and the secm1-

ities he pledges, the corporation is authorized to advance to 
the bru:ik not to exceed 75 per cent of its lq.a:n to the war-industry 
b011rower. 

However, the directors are authorized o advance 100 _De:I' 
cent of "the bank's Joan-the total amount-but when tbey •do 
that the bank .must put up not only its note and the note of the 
borrower and his -securities, but additional securities amounting 
to at least 33 per cent of the amount of the advance. 

The corporation can advance to a. JJ::tnk or bunking institution 
or rtrnst ·company that has gone out a:nd bougnt bonds or obli
gations since the declm:ation of war of a;ny ·person, firm, cor
poration, or as ociation wnose operations are necessary or 
centributory to the J>rosec.ution of the 'War 75 :per ·cent of the 
market value of such bonds or t!>bligations, but the bank must 
make its note secured b-y such bonds ·or obligations. 'The cor
poration is authorized to advance .100 per :cent of ·the market 
value of such honds or obligations provided .the ·ba.Iik :will put 
up in 'addition to the securities just ·mentionea securities 
amounting to 33 per cent of the advance. 'Under the cln s ·of ad
vances which I have been discussing it will .be observed that 
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the fundamental condition of tlle advance by the corporation to 
the bani.: is that the bank shall aid by its loan an industry 
nec1)8 ary or contributory to the prosecution of the war. Such 
advances can be made for periods not exceeding five years. 

Second, tlle corporation is authorized to make advances for 
periods not exceeding one year "to any savings bank, banking 
institution, or trust company in the United States which re
ceives savings deposits, or t,p any building and ·loan association 
in the United States •:: * '~ whenever the corporation shall 
deem such advances to be necessary or contributory to the 
prosecution of the war or important in the public interest." 

It \rill be noticed that the recipient of such advances need 
not be a war industry; that is, an industry necessary or con
tributory to the prosecution of the war, or need not make loans 
to war industrie ·. If the corporation deems advances to such 
savings banks, banking institutions, or tru t companies. or 
building and loan associations "important in the public inter
est," such institutions are eligible to apply for advances. But 
the note of such savings banks, banking institutions, trust com
panies, and building and loan associations given for such ad
yances will have to be secured by the pledge of securities the 
market value of which is equal at least to 133 per cent of the 
amount of the advance. 

These institutions are in a way, however, contributing to 
the war, because their depositors are withdrawing deposits 
anu buying liberty bonds. They are advancing the Government 
funds on its certificates of indebtedne s. 

All of these institutions are injuriously a:t'fected by Govern
ment issue of bonds and certificates of indebtedness alike. 
Building and loan associations are affected to some e:Itent like 
savings banks. 

The Government in its continuous issue and sale of bonds, 
with a rate of interest as high as any saYing deposits receive, 
and in many States much higher, naturally induces depositors 
to draw out their money and invest in such bonds. The Gov
ernment is therefore practically in competition with the saY
ings banks. Hundreds of millions have already been drawn 
out for this purpose, and such withdrawals will continue as 
long as the Government is forced to sell bonds. 

Deposits in savings banks are made with the view of their 
remaining for months and years. The deposit savings institu
tions therefore make long-time loans and investments, which the 
commercial banks do not. Large and unforeseen withdrawals 
by depositors for investment in bonds are likely to embarrass 
if not ruin some of the best and safest of these institutions i! 
the corporation is not permitted to come to their rescue to some 
extent. As I said a moment ago, building and loan associations 
will be affected somewhat similar to the savings banks. 

When my friend from Ohio [Mr. LoNGWORTH] suggested to 
the committee that building and loan associations should be· 
included in this class I believe I was the first one who objected, 
ancl asked why should building and loan associations be in
cluded. I observed that they were lending money out, and the 
fellow who was building and had built a house was not put
ting money in it, he was getting or had gotten money out of 
it-he was a borrower. But the gentleman from Ohio reminded 
me that the association would not get along Yery well if all 
the members were borrowers; that a majority of the mem
bers were not borrowers; and that if the association did not 
have a greater number of nonborrowers, who put their money 
in to help the other fellow to build his home, they could have 
no borrowers and build no homes. He explained how millions 
of dollars have been and "'ill continue to be withdrawn by the 
nonborrowing member to be put into liberty bonds. 

That jogged my memory of exactly what I did. In the case 
of the second liberty loan I did not have the cash on hand, and 
I had been such a good friend of the banks in my community as 
a borrower that I owed them the' limit. So to buy a few 
thousand dollars of liberty bonds I had to cash in my building 
and loan stock. Thousands of others, perhaps, did and will do. as 
I did. The committee adopted the suggestion and amendment 
of the gentleman trom Ohio [Mr. LoNowor:TH], and, in my 
opinion, it was the fair thing to do. 

I would say that one of the important differences between this 
bill and the original bill and the Senate bill is that we safe
guard advances by the corporation by increasing the interest 
rate and the amount of security to be pledged. The bill requires 
the savings institutions and building and loan associations to pay 
a rate of interest on such advances at least 1 per cent per annum 
higher than is paid on commercial paper in the Federal reserve 
district in which the borrowing institution is located. That 
will have a tendency to bring the money back to the corporation 
as soon as possible. With such advances they are not supposed 
to make profits, and they do not become responsible for . war
industries loans as do the commercial banks. The adyances are 

made to them for their benefit to help them-to save them in 
some cases, perhaps-and not advanced to them to make loans 
to war industries for the.prosecution of the war. We require 
them, therefore, to pay this 1 per cent per annum higher rate 
just as we do the persons, firms, or corporations that borrow 
direct from the corpqration in aid of their war-contributint; 
industries. The savings deposit institutions and building and. 
loan associations must secure their notes by securities worth at 
least 133 per cent of the advances. 

Third, this is the class of loans or advances to be maae to war 
industries direct by the corporation, without the interTention of 
the banks. The corporation is authorized-
in ex:ccptional cases to make advancee directly to any pers•11, ir:n, cor
poration, or association, conducting an cstablis~d and ~oi.a.; buslnes!'J 
in the United States, whose operations shall be necessary .r C()ntribu
tory to the prosecution of the war (but only for the purp~se of con
ducting such business in the United States and only when lilucll person, 
firm, corporation, or association is unable to obtain tunda through 
banking channels or from the general public), fer periods n•t exceed in~ 
five years. 

It will be observed that the advances can only be mude on 
condition that the borrowing person or concern is _operating in 
the United States, that its operation is necessary or contribu
tory to the prosecution of the war, and that it has b~n unable 
to ·get loans thl ough banking channels or the general public. 
But the total amount of loans or advances that can be outstand
ing at any one time under this direct loan provision is 16~- per 
cent, or one-sixth of the capital stock paid in at the time of the 
advance, plus the amount of bonds which the corporation is then 
authorized to issue and those outstanding. For instance, say, 
$200,000,000 of the capital stock has been paid in; it can then 
issue four times that much in bonds. It will then haTe $200,000,-
000 capital paid in and an authorization to issued $800,000,000 in 
bonds, or a total of $1,000,000,000. Under the direct loan pro
vision, it would be only authorized to loan and have out at any 
one time in the aggregate 16! per cent, or one-sixth of the 
$1,000,000,000. The original bill contained no limitaticm in this 
respect. I belieye my friend from California [Mr. lliTEs], who 
opposes this bill, will admit this provision is a great impro\e
ment over the original bill, or the bill the Senate passed. 

Mr. HAYES. I admit that. 
Mr. KITCHIN. Now, we hose another limitatien on this 

pronsiOn. This is an emergency measure, and I believe this 
limit which the committee put in will appeal to the sound 
business judgment of every man in or outside of this Congress. 
We provide that the rate of interest which this eorporation 
shall charge when making advances direct under this clause or 
section must be at least 1 per cent per annum in excess of the 
rate of discount or interest on 90-day commercial paper prevail
ing at the Federal reserve bank in the district in which the 
borrower is located. Now, that will have a tendency to keep 
the borrowing· industries within the banking channels and will 
aLc;o operate something like the graduated interest of the Vree
land-Aldrich Act to cause them to pay their obligations to the 
corporation as early as possible. There is another limitation 
put in this proYision that I think you will admit is a ~reat deal 
wiser and better, and certainly more secure, than the original 
bill. The original bill had no specific security. The board 
coul<l take any amount of security it wanted, whether 20 per 
cent, 25 per cent, or 50 per cent. This bill requires that for 
each of these direct loans by the corporation the ~orrowing 
institution shall put up securities worth 133 per cent of the 
amount of the loan. 

.Another very important change-- _ 
Mr. MEEKER. Mr. Chairman, will the gentleman yield? 
Mr. KITCHIN. I would rather get through first. 
Mr. MEEKER. .Just a question right there at that point. 
Mr. KITCHIN. Let me get through. The gentleman can 

s::t\e that question. I would like to answer the question, but 
I will get through in 15 minutes. 

'Ve provide in this bill what we believe is an important safe
guard to the Federal ReserYe System. We prevent, while the 
original bill authorizes, the Federal reserve banks buying and 
investing or dealing in the bonds of the corporation. In my 
opinion the provision in the original bill which permitted the 
Federal reserve banks to go out and purchase and deal in these 
bonds, if it should become law, would impair to a considernble 
extent the strength and "Virtue of the entire Federal Reserve 
System. I understand that the Committee on Bankin~ and Cur
rency as n unit agrees with us- on that proposition. 

We further safeguard the Federal . Reserve System by re- · 
quiring that in the case of discounts of the direct obligations 
of member banks and rediscount of eligible pa1'er secured .bY 
bonds of the corporation that the inte1~est charge shall l)e not! 
less than 1 per cent per annum in e~cess of the interest rate 
on eligible commercial pnper of corresponding mnturit~·. That 
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is to prevent the reserve banks from loading up with so much 
paper secured by the long-time bo~ds of the corporation. While 
the bonds run from one to five years, we require the note of the 
member bank to be paid, if it is a direct loan, in 15 days; and 
if it is redisc<Junt paper it must be paid in 90 days .. 

In other wort1s, the member bunk rediscounting at the Fed
eral reserve oaok eligible paper secured by the corporation 
bonds must mah.--e it payable in 90 days. If it is a direct note 
of the bank secured by such bond, it must be payable in 15 
days. Such notes can be renewed from time to time, but 
within 90 days, which is the outside limit, the Federal reserve 
bank can protect itself by calling upon the member bunk to pay. 
The member bank can go out and sell the corporation bonds if 
necessary to meet its payment. 

Another requirement that was not in the bill as it passed 
the Senate, or in the original bill, is that before the member 
bank can get any money from the Federal reserve bank for its 
paper secured by these bonds it must satisfy the Federal re
serve bank that it has not in its possession sufficient commer
cial paper eligible for discount or rediscount under the regula
tions of the Federal Reserve Board made under authority of the 
Federal reserve act. In our opinion, it is best to separate us 
far as practicable the influence of the corporation over the 
Federai Reserve System and the Federal reserve banks. It 
is almost certain-and it is wise that it should be so-that 
some members of the Federal Reserve Board are going to be 
members of this directorate; rrnd if we do not hedge it about 
and safeguard the Federal Resel~ve System by these "limitations, 
the members of the Federal Reserve Board who will be mem
bers of this may fall too much in love witlt their new com
panion, overlooking the primary purpose and functions of the 
Federal Reserve SY.stem, and may unwittingly subject the 
system too much to the interests of the corporation. 

The bill as it came to us had no penalties attaching to a 
director or other officer who violated the law, who embezzled, 
misappropriated fund~. and so forth, and had no penalties for 
making false entries, and no penalties for the certifying to or 
making false statements or overvaluations by anyone for the 
purpose of securing advances. We have penalties, both fines 
and imprisonment, for such offenses. Another important limita
tion, in neither the original nor the Senate bill, which we pro
vide is that the corporation can. not advance and have out
standing at any one time to any one person, firm, corporation, 
or association an amount in ex:cess of 10 per cent of its--the 
nuance corporation's-capital stock. This is similnr to the 
national-bank-act requirements. Before concluding my explana
tions of this title, let me say that we have thrown another safe
guard around the direct advances by the corporation by re-· 
quiring a quarterly report to the House and Senate, detailing 
the a.mount advanced, the names and addresses of the recipients 
of the advances, the time, and the security accepted. 
, Title II. Capital Iss'ltes Oommittee.-By this title a com
mittee, called the Capital Issues Committee, is created, separate 
and distinct from the War Finance Corporation. This is another 
difference between this and the original bill. 

1\Ir. FESS. Before the gentleman leaves the first title, will 
he submit to one question? 

l\1r. KITCHIN. I wish the gentleman would just keep that 
in his mind. I am going to get through with this in about 
5 minutes, and then for 20 minutes I will be glad to answer 
questions. 

Mr. FESS. The gentleman is leanng the first title. 
Mr. KITCHIN. I know, but I want to get through with 

both, and then retu~n and answer questions. 
The original bill ·gave the directors of the War Finance Cor

poration the absolute power to grant or refuse a license for 
the issue or sale or offering for sale or subscription of any 
issue of securities by any individual, firm, corporation, or asso
ciation, if the total aggregate issue was in ex:cess of $100,000. 
In other words, an industrial corporation, if its aggregate issue 
was in excess of $100,000, could not put any of its securities 
on the market for sale; and if any person should buy them, 
neither could he resell or put them upon the market for sale 
without first getting a license from this corporation, under 
penalty of fine and imprisonment. This title of {4e bill which 
we present to the House--and it is practically the same as the 
provision of the Senate bill as it finally passed the Senate-
takes from the corporation any power or authority over the 
issuing of securities, and creates a Capital Issues Committee, 
to consist of seven members, not more than four of whom shall 
be of the sam~ political party, to be appointed by the President 
by and with the advice anu consent of the Senate. This Capital 
Issues Committee has no power to grant or refuse licenses for 
the issuing of securities or the offering for sale of securities. 
The only power the Capital Issues Committee bas, which for all 

practical, legitimate purposes is almost us effective as the inun
datory provisions of the a-riginal bill, is this: When securities 
are issued or- offered for sale., it the aggregate of the issues is 
in excess of $100,000, its onl:v- power is " to investigate, pass 
upon, and determine " whether or not the issue and sale or 
offer for sale or subscription of such securities is compatible 
with the public interest. I tbillk, gentlemen, that should be 
the ''national interest " instead f"t the " public interest," and 
your committee wilJ, at the proper time, propose an amendment 
accordingly. 

For instance, suppose a corporat!ov.. el' &rm of the gentleman 
from Missouri [1\lr. MEEKER] wanted ta issue a million dollars 
of securities and offer them for sal{}. !t wouMl submit them to 
this committee with all the facts with ru:;ppct to the purpose 
and use to be made of them or their procero& nnd the necessity 
of the issue. The committee would make investigation, and 
it would determine, not whether the issue or sale should be 
made, but whether the issuing or offering th:ml for sale was 
compatible with the national interest. If they decide that it 
is not compatible with the national interest, they will not put 
any mark on these securities. If they decide tbat it is com
patible, I imagine that their plan will be to approv.~ their issue 
and sale as compatible with the national interest and ~rmit the 
corporation or company to publish and, if it is desired, to print 
on the securities such approval. It will have almost she same 
effect as if the committee was empowered to grant or reftise a 
license. If they should decide that the issue or sale of cuch 
securities was not compatible with the· national interest, tluesr 
would simply declare that their issue or sale was not compatibr.e 
with the national interest, and the power of the committee, oo 
far as such securities .are concerned, would be at an end. 

The corporation or company could proceed to issue and sel' 
its securities, if it could get a purchaser, without violating. an:r 
law or incurring any penalty. The matter would be left to the 
patriotism and judgment of the company and to the patriotism 
and judgment of the purchasers. However, it would be most 
difficult to put on the market or sell privately, especially to 
security dealers, securities, the issue and sale of which had 
been condemned by this committee as incompatible ·with the 
n&.tional interest. 

Just a: moment in reference to the qualificntions of the mem
bers of this committee. Like the membership of the board of 
directors of the War Finance Corporation, it is no bar to up- ' 
pointmcnt that one is already an officer of the Government. 
The bill requires that at least three members of the Capital 
Issues Committee. shall be members of the Federal Reserve 
Board. That provision was put in because there is at present, 
and has been for a· month or more, in the Treasury Department 
.a volunteer capital issues committee, and three members of the 
Federal Reserve Board are members of such committee and are 
fairly acquainted with the work to be done by and the duties 
of the Capital Issues Committee created by this bill. They have 
all the machinery and are organized in the same way that 
this committee will be organized. It was the thought of the 
committee and of the Senate, according to the bill it passed, and 
also of the Treasury Department, that these three members 
should he retained as members of this new Capital Issues 
Committee. 

The salary, if the members are not members of the Federal 
Rese1~e Boar<L. is fixed at $7,500, but if a. member receives any 
other compensation. from any office or employment under the 
United States, the amount so received is to b-e deducted from 
his salary. If a member receives more than $7,500 in some 
other capacity as an officer or employee of the Government, he 
should receive no salary as a member of the committee. . 

Title III . .Miscellaneous.-This title contains penalties for vio
lations of the provi~ions of the act not provided for in section 18. 
It contains also a provision to the effect that no stamp tax shall 
be required on any note secured by a pledge of liberty bonds or 
certificates of indebtedness of the Government, provided the par 
value of such Government obligations equals the amount of such 
note. 

I believe that that provision will meet with universal approval 
in the House and in the country. 

There is another provision in this title of much importance. 
You see it in the papers, you heard 1t discuss~d in the Senate, 
and it has been discussed here--as to whether or not the cor
poration bonds, the two billions provided in the House bill and 
the four billions provided in the Senate bill, would be a moral 
obligation on the part of the Government, and whether or not 
the Government should not guarantee such bonds. Some have 
taken the position that the United States should be bound to 
stand behind every one of these bonds, though not e.:s:pressly 
guaranteeing them. Others take the position that if the United 
States Government is morally behind these bonds to be issued 
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hy the corporation it ought to. expressJy by this ru:t guarantee 
their payment. If the United States is to guarantee their pay
ment, it might u well i ue its own bonds and lend the mon y 
to tlle war industrie . So that there might be no question about 
it, so that n. per on would know that he was. getting corporation 
bond aml not Government bonds, so that everyone would know 
that tbe United State. was and should be in no "\Til.J liable, 
implied or expre. : ed, we added a ection to the hill, which spe
cificnlly provides: 

Thn.t the United States sbnll not ~ liable for the- payment of any 
bonu or other obliga.tion or tho inter~t thereon issued or incunetl 
by the corporation, nor shall it incur any liability in respect of any net 
or omission o"!: the corporation. 

Bnt I belieYe the e bonus are goin;:'; to be practically us good 
a the Government bonds. Of course, a great deal will depend 
upon the board of directors. If tlley are strong, com·arreousr 
honest busine men, u-ith good judgment-and I am confident 
it will be that cln of m n-these bonds will be practically as 
safe and as gocd as Government bonds; that is, if the Hou e 
bill passe. 

Every afe'7uur<l i tlu·own arounu tllem. The Go~ernrnent, 
of course, coul<l po lbly stand to lose $500,000.,000, which is its 
capital stock, or whatever part of it is paid in. That amount 
will be back of thee bonds. We so provide. But when you 
come to think .about these war industries, they are, in prac
tically eTery case, corporations or companies of large assets, 
owned and controlled by business men of large affairs and big 
wen.Jth. I sometime feat· that such fellows will get too much 
of the. corporation advance. and the smaller fellows too little. 
Behind. every advance made and every bond issued, so far as 
five-sixths of the bu. ine is concerned, which will go through 
the b:mill , ::u·e the note of the borrowing companies or cor
porations and all the securities which the lending banks re
qnire of them, and in addition, the notes of t11e banks and such 
other securities ns the finance corporation may requii·e to 
make ab olutely safe its advance to the bunks. The bonds 
have :r floating lien not only upon. all the. e assets but upon the 
capitnl stock paid in by the Government. As to the. direct loans 
hy the corporation under section 9 they are limited in amount, 
ns I have before explained, to sixteen and two-thirds of the eapi
t:il paid in plus the aggreg.ate amount of bonds authorized to 
be issued and outstanding at the time of the advance, which, 
if the full amount of capital is paid in and the full amount of 
honds authorized by the bill is issued, can not exceed $416,
()66,666. Such direct advances must haYe behind them se
·urities worth 133 per cent of their amount. The Government's 

."500,000,000- capital stock is an additional as ·et to which the 
floating lien attaches. It seems, therefore, that in every busi
ness view the corporation's bonds will be ab olutely goo<l :md 
snfe and amply secured. 

As to the dir ct advance by tlte corporation, u-e haye thrown 
another check or safeguard around them, to . whlch I briefly 
alluded n few moment-; ago. 'Ve have a. proYision in the bill, 
not in the original bill, that all of the adYances made by this 
corporation, direct to any per on, firm, association, or corpo
mtion, must be reported to the Clerk of the Hou e and the 
Secretary of the Senate by the corporation every three months. 
In that report it must give the name and the address and the 
nmount of the advance, the natm·e of tlle securities, and the 
terms of the loan made to each individual, firm, or corporation. 
My own committee differs with me in respect to this provision, 
and I hope now that it may be persuaded to modify that. I 
strongly fa;or and urge now, as I have urged, that the corpo
ration should be made to report quarterly; but I think it ought 
to be modified in this way : The 1·eport shoul<l inform Congress 
nnd the people each quarter the amount outstanding at the 
time of the report, and ontst:mding on the first day of each 
month, up to the time of the report, how lllilllY bonds it llail 
issued and were out tanding them, and how many u-ere out
standing on the .first of each month prior to the report, and the 
nature and amount of the secmities taken for the advances, anll 
the average lengths of time for which the loans 'Tere made. I 
would require such reports as to each class of loans or a(lrance . 
I think it is unwi. e, as the provision now stm1d , to require tile 
name af the company, corporation, or individual, and the amount 
:md terms of the advances made to such company, COI1JOration, or 
individual, and the securities given •. If we do1 we '\.Vill glye one 
competitor a great adY:mtage oyer another. Take two concern. 
that are competing, making anu selling to the Government ami 
the allies ilw same article. One, we will say, is able to get his 
money through the banks. Ko report is made. Neither his com
petitor nor anyone know. tile amount nature, or terms of his 
loan or securities gi,en. Tile othet· ha.s the banks combined 
against him, as ha. frequently occun·ecl in. ca. e. of Jnrge com
petition, or without such combinntion is unable to get fnnd N 
from the bnnk~. 

But he is pro<Incing nece sm.-y munitions or other ::u·ticle for 
the war. It is to tile interest o:t the Government that it continue 
bu:::.ine s and that tllere be competition in the production of 
these articles; he must come to the War Finance Corporation 
for aid. The corporation under the present provision must 
make a quarterly report and give the name of that parti ·ulal· 
concern. aru.l' the amount of money borroweu, the terms of the 
loan, and the securities tha t it had to put up,. and every lietail 
of the transaction. .All can r eadily see what a grent aclvantage 
such a report wOllld give its competitor. It would aJso have 
the effect of impairing m- ue troying the credit of the borrower. 

I think I am · through with tlle expl:.m..'l.tion of the bill. and 
will nou- be glad to answeT any que tions of gentlemen. 

Mr. MEEK~R. In. ection 10, when you :rre discussing the 
amount that shall not excee<l 10 per cent of tlle capital ~tocl\: 
that hall go to any corporation, does that inc-lnde sulJsitliary 
organizations? · 

Mr. KITCHIN. Tllis corporation. bas $500,000,000 capital. 
It never can make a loan to ::u1y one concern to exceet1 
10 'per cent of that. I think tile spirit and intent of this section 
is that in. ca e of a corporation mVJlinrr a majority of the ~tock 
or controlling interest in another corporation, th two u-oulll be 
regarded as one concern. · 

Mr. DEMPSEY. If the. gentleman will per®t, under s ction 
7 the pronsion is made for empowering advances to ui:fferent 
b:inking corporations or concerns doing a commercial business. 
Under section 8 it empow~s advn:nces to ce.rt..'lin financial cor
porations, including savings banl.: . Of course, there is n cJif
ference made between two kinds of business. commercial and 
saving. Now, under ection 8, empmvering tile corpora tiou to 
loan to. avings banks, there is a limitation made upon the rate 
of interest? 

Mr. KITCHIN. Yes. 
1\lr. DEMPSEY. But there i., none under section 7 nn1kln;; 

lonn to ban1."ing institutions or ·ommcrcial business. "\Vhnt is 
the difference made between the two~ . Under section 7, relat
ing to commercial banks, there i. no provision made in re<Tar 1 
to the interest rate, but under cction 8, relati.ve to savings 
banks~ there is. · 

Mr. KITCIDN. In ection 7 ndmn es are made to the bank
ing institutions, which make the loons to industrie whose 
operations are necessary or contrjbutory to the wa1·. The banks 
thus assume, with snell industries, the payment to the cortJOra
tion of its advances. They would not take the risk of assum
ing liability and the trouble and expense of handling ·uch 
loans if it had to pay the extra 1 per cent. The purpo e of 
the advances to the banks under eetion 7 is not to help the 
banks, not for t11eir benefit, but to aid and benefit the war 
industries and a.t the same time give to the corporations' ad
vances the banks' obligations as additional ecurity for their 
payment. 

'But the advances by the corporation to- the savings banks 
are for the uu·ect benefit of such banks. to help them, just as 
in tlle case of advances maue under section 9 by the corpora
tion to the war industries, to help them. Under section 9 su.ch 
direct advances bear the same extra 1 per cent as do the sav
ing· banks. The savings banks are not required, as a condition 
};}recedent, in order to secure advances, that it shall use them 
for the puxpose of loaning to or aiding an industry necessary or 
contributory to the war. It is not called upon to assume lia
bility for loans for the benefit of others~ as in the case of banks 
under section 8. 

1\Ir. FESS. What change, if any, in the original bill did th•~ 
committee make in reference to the issuance of Federal re eYYe 
note and exchange for these bonds? 

1\Ir. KITCHL~~ The gentleman will understand that" the bill 
does not autllorize is uing Federal reserv~ notes in exchange 
for the bonds of the corporation; but such notes can be issued 
on paper eli.,.ible for discount or rediscount, secured by such 
bonds, with the same maturities as i provided under regulation 
of llie Federal Reserve Board under the reserve act. 

The rate of interest which a member bank must pay in di ·
counting or rediscounting paper with the Federal resen-e 
bank, secured by such bonds, is not ' less than 1 per cent per 
nnnnm in exc .· ~· of the preyaiJing rate at such Federal resene 
banlc 

Mr. FE S. That is a mntier of precaution? 
i)lr. KITCIDN. Yes; tllat i. a rnnttet~ of precaution ancl 

protection to the reserve system. 
~fr . FESS. Wllat I wnnted to lmow specifically was wll ther 

the circulation per capita lmder ihis organization will be in
creased, anti to what extent? 

Mr. KITCIIIN. You mean the real currency? 
:\h·. FESS. Ye~; the 1·eal currency. 
hlr. KITCHL.~. I think thet·e will be Yery little currency 

i ·sueu ·on paper secured tiy these bonds. ·In this connection 
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I would like to ask the gentleman from Virginia (1\Ir. GLA_'ss], 
who is chairman of the Committee on Banking and Currency, 
what is the difference bet-ween a Federal reserve bank note ·and 
a Federal reserve note'l Is it that the Federal reserve bank 
note must be secured by a Government bond? 

Mr. GLASS. The Federal reserve bank note is issued in 
·pursuance of that bank's owner·ship of United States bonds. 

Mr. KITCHIN. And it must have that behind it? 
Mr. GLASS. Yes. 
Mr. KITCHIN. And the Federal reserve note is only re

quired to have 40 per cent gold reserve behind it in addition to 
the commercial paper back of the note of the ' member bank as 
colla tern I. 

Mr. FESS. That is what I am trying to get at, whether the 
Federal reserve bank, with the approval of the Federal Reserve 
Board, can receive these corporation bonds and issue any 
amount of Federal reserve notes? 

l\1r. KITCHIN. Oh, no; but if it had the power, it would 
hardly do that with the extra 1 per cent per annum interest 
provision. I think under provisions of this bill tl}e Federal re
serve bank, with the approval of the Federal ·Reserve Board, 
can have issued notes by putting up its note or eligible paper, 
secured by the bonds of the corporation, just as it could do with 
the liberty bonds. Whatever you can do with a liberty bond you 
carr do with this bond with respect to Federal reserve bank notes 
or Federal reserve notes. 

Mr. FESS. That is one of the things that is fundamental in 
this? 

Mr. KITCHIN. Yes. 
Mr. FESS. There is another question I want to ask--
Mr. CANNON. If the gentleman will allow me, in one case the 

Government is behind it and in the other case the Government 
is not liable? 

Mr. KITCHIN. Yes; as to the respective bonds; but as to the 
bank _reserve notes, of course the Federal reserve bank will 
be behind it and the member bank will be behind it, and other 
securities will be behind it, and the corporation bond will be 
behind such Federal reserve bank notes. 

·Mr. FESS. What authority is given to this corporation to 
use its money for the purchase of liberty bonds? 

1\fr. KITCHIN. I did not quite catch that. 
1\fr. FESS. Is the authority in the bill given to the corpora

ti(m to purchase liberty bonds? 
Mr. KITCHIN. Yes; it can purchase any bonds issued or 

converted by the Government since September 24, 1917, the date 
the last bond act became a law. - -

l\Ir. FESS. I would like to have the opinion of the chair
man--

l\Ir. KITCHIN. It is the opinion of the Federal Reserve 
Board and of the Treasury Department, as I understand, that 
this pro-vision will have a stabilizing influence on the market 
value of liberty bonds. 

l\Ir. FESS. Now, in view of the fact that the chairman has 
made a very lucid and comprehensive stntement of the bill, I 
should like to haYe his opinion on what amount of inflation, if 
any, this bill will have the effect of producing upon the cur
rency? 

~Ir. KITCHIN. Of course, that is hard to say. It would de
pend largely upon the administration of the act by the directors. 
and also it would depend largely, so far as the inflation of the 
actual currency is concerned, on the Federal Reserve Board. 
They need not issue a dollar of new curreney on the basis of 
the corporation bonds. There is no right given to a member 
bank which holds these bonds to go and demand it as a matter 
of right. I think the Federal lleserve Board has got lts eye on 
that proposition, and the same thought is running through the 
minds of a majority of the board as is running in the gentle
man's mind and through mine. I do not anticipate much in
flation of the actu:d currency. There will be an eA-pansion of 
credit, There must be, because we have not money enough, if 
"·e hnd all the actual- money in the world, to carry on the h·ans
actions that the Government must carry on during this war. 

l\1r. CALDWELL. I was going to ask the gentleman if there 
was a provision in the bill to prohibit the directors of the cor
poration from loaning the corporate money to concerns in \Vhich 
they are in tere ted ? 

Mr. KITCHIN. No. Personally, I think there should be in 
this case and in every case of boards and commissions and 
agencies dealing witll or advising on the expenditures of Gov
ernment funds. But we put in this provi ion-not in the orig
inal bill-that no director or officer of this corporation can, 
. directly or indirectly, participate in any loan to any partnership 
or fu·m or corporation or association in which he is directly 
or indirectly interested. If J1e does do that he is guilty of an 
offense punishable by fine or imprisonment, or both. 

1\fr. CALDWELL. I did not see it in the original bill. 
l\1r. KITCHIN. You understand the Finance Corporation 

through its directors _can make advances to a fu·m or corpora
tion in which a director is interested, provided such interested 
director does not, directly or indirectly, participate in the loan. 

l\1r. CALDWELL. It is the same as in the case of a bank. 
The bank can not loan to itself. You have not a provision like 
that. Do you not think it is wise? 

l\1r. KITCHIN. I think the principle of the gentleman's 
suggestion should have been incorporated in several other bills 
that have become law, but the House and Senate did not seem 
to think so, an<l the advisers of the administration did not think 
so, taking the position that such a provision would be a great 
obstacle to the most efficient administration of the War and 
Navy Departmen'ts during the war. Umler the provision in 
question not only is the interested director forbidden to vote 
upon the question of making the loan, but he is not even per
mitted quietly to suggest that his firm or corporation is worthy 
of the loan or to express a hope i:o the board that the loan will 
be made, and so forth. He can not participate in any proceed
ings in any way with respect to the loan," directly or indirectly." 

l\1r. CALDWELL. If it so happens that the directors are 
heads of a number of institutions, three might sit down and loan 
$50,000,000 to the one; and the other three might sit -down and 
loan $50,000,000 to the other, and so on; but of course the 
President would not be expected to appoint that class of men
$50,000,000 is a lot of money. 

1\fr. KITCHIN. Suppose the President did appoint that class 
of men, 'vhich, of course, he would not. I imagine that if 
the prosecuting attorney had one-half the legal ability and 
astuteness that the gentleman has, he could convict them all 
for collusion in participating in such a transaction. 

Mr. GARNER. Also, the President can remove them at any 
time. 

l\fr. KITCHIN. The President can remove them at any time. 
That is one of the provisions of the bill to which I have failed 
to call attention. The President can at any time remove any 
of the directors of this corporation, or members of the Ca11ital 
Issues Committee, or any officer. 

Now, the gentleman from Pennsylvania (1\Ir. McFADDEN) has 
been on his feet for ·some time, and I yield to him. 

1\lr. McFADDEN. I want to ask the chairman of the com
mittee- two or three question . 

Mr. KITCHIN. Can not the gentleman put all his questions 
in one, because I am going to stop in a few minutes, when 
my time will be up? 

1\Ir. l\Icrt' AD DEN. Following the question of U1e gentleman 
from Ohio (l\Ir. FEss) a little further in regard to the issuance 
of Federal reserve notes, is the gentleman of the opinion that 
the deposit by member banks of notes secured by these cori1orn
tion securities with any one of the 12 reserve banks woulu be 
legal reserves? 

Mr. KITCHIN. I do not think so. Let me ask the n-entleman 
there: In your opinion, can or can not the Federal reserve bank 
take a note of a member bank secured by liberty bonds, not 
bearing the circulation privilege-and none of them do bear 
it-and issue Federal reserve notes on them? I uo not r efer 
to Federal reserve bank notes, but Federal reserve notes. 

1\Ir. 1\IcFADDEN. No privilege is granted. that is not given 
to United States bonds in this respect, but I am not speaking 
of the notes, l.Jut of legal reserve. 

l\lr. KI'l'CHIN. I am asking for your opinion and informa
tion DOW. 

1\lr. McFADDEN. I was speaking particularly of a _ member 
bank taking a note from a corporation. The member bank 
takes that note and deposits it in the Federal reserve bank of 
its district and receives credit for it. Is there any di.f'fercnce 
bet\\een that credit and the deposit of gold? The bank gets 
credit on wl1ich it can grant lo:1ns. 

1\Ir. KITCHIN. As a bank credit against whicll checks can be 
drawn? No. But such a note is supposed to be paid in go1<1 or 
money 'vllen due, otherwise the bank wonlu not give the credit 
against it. I do not know as much about the Federal .Reserve 
System as I ought. I do not know half as much about it as 
the gentleman from Pennsylvania [Mr. McFADDEN] does, for 
he is a member of the Banking and Currency Committee and 
has given great detailed study to it; but my understanding of 
the way the Federal reserve notes are issued is t1wt they nre 
issued to a Federal reserve bank. The r eserve bank must put 
tlp the notes and eligible paper as security, and also there must 
be behind them 40 per cent in golcl before any Fed.ern.l reserve 
note can be i sued . 

Mr. l\IcFADDEN. That' is true. 
l\Ir. KITCHIN. In other words, if the amount of a Federal 

reserve note is to be $100, there must be put up $40 ln gold as a 
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re rve ugrunst it. .And the bunk that is g(}ing to get these 
re crve notes must put up it note and ba it with e-ligible 
paper. That is as I understn.ncl tile way the Federal reseFve 
note are issueu, and the Federal reserve bunk notes are iSSlled 
on deposit of Government bonds us collateral to the bank note. 

Mr. McFADDEN. That is true. 
Mr. KITCHIN. If that is so, I think I can ans wer all of the 

gentleman's questions in. one. If that be true, I clo not think 
under this bill any man need be alarmed at all about the issuing 
of Federal reserve notes to the extent of unreasmmble inftati-on. 

Mt·. McFADDEN. That is true so far as the actual i surrnce 
of Feueral reser'e notes is concerneu. 

1\Ir. KITCHIN. I thought that wa what th gentleman was 
getting at 

Mr. McFADD~. But a member bank deposits a customer's 
note, secured by these War Finance Corporation securitic , with 
the Federal reserTe bank, nn<r receives credit--

Mr. KITCHIN. Yes. Ttie member bank, of course, can de
stroy itself if it wants to. The Federal reserve bank, perhaps, 
can destroy it elf if it wants to, and the Federal Reserve 
Board can destroy the sy tern if it wants to. but no new money 
or Federal re erTc notes can ~et out anywhere until the Federal 
Ite ervc Board orders it. It pas es on the security. The Fed
eral reser'\"'B bank passes on the security. The member bank 
that makes the first loan on the security passes on it. The Fed
eral Reserve Board finally must pass upon the wisdom and 
necessity of fmi:.her note issues. I do not see how we are in 
much danger of getting unreasonable inflation--

Mr. 1\Icll,ADDEN. In this way, that the member bank-
Ur. KITCIDN. You are going to have an expansion of credit, 

of com· e. 
l\11·. McFADDEN. The Federal reserve member bank· under 

the law are required to keep a 7 per cent reserve on deposits. 
In other words, with a $7,000 balance at the Federal reserve 
bank it can loan $100,000, or increase its deposits to that extent. 
The deposit of the note of the member bank at the Federal re-
erve bank is just the same as if they deposited money or gold. 

There is no difference between this kind of credit and the 
kind of credit established by the cTeposit of gold. 

1\ir. KITCHIN. If a man has the security which is supposed 
to get the money or gold when due to continue the credit; yes. 

Mr. McFADDEN. The danger of inflation is not with the is
. uance of Federal reserve notes, but through the inflation of 
credit, which is the same thing. 

I\Ir. KITCIDN. I thought the gentleman was heretofore re
f rring to inflations by issue of Federal reserve notes. because 
I know that was in my mind when I first studied the bill, and it 
u-as in the gentleman's mind first, because we- diseussed it. 

l\Ir. McFADDEN. I should like to n.sk the gcntlem::m one 
other question. 

Mr. KITCHIN. Certainly. 
Mr. McFADDEN. The gentleman aid, during his very fair 

statement of the bill, that he could not imagine anyone would 
auvocate the loaning of this· money on the part of- the Govern
ment direct to banks- and industrial institution . That is. if 
they did, it would require the immediate sale of $4,000,000,000 
worth of Liberty bonds. · 

Mr. KITCHIN. I said I did not believe any man would advo· 
cate or favor the Government coming to the rescue of the war 
industries direct from the Treasury, and that sooner 01~ lutei~ it 
would require, if you are going to lend $4,000,000,000, as pro-
\iued in the original bill, issuing bonds to that nmount or 
greatly increasing taxation. 

Mr. McFADDEN. Then the gentleman admits that $4,000,000~ 
000 is to be rai ed from this source by the creation of tbis law~ 

Mr. KITCHIN. No. I said that undel~ the ..original bill 
$4,000,000,000 in bonds would be issued, but that we had limited 
it to $2,000,000,000, and if the Government had to do lt directly 
tile Government would have to- issue $2,000,000,000 of bonds or 
raise that much additional by taxation. It may later on d'e
\•elop that it will take $4,000,000,000, but the thought of the com
mittee was that it ought to cut to $2,000,000,000; that we should 
wait and see how this bill is going to operate; that if Congress 
is satisfied with the operation and conduct of the busine s and 
it later i shown that tlle $4,000,000,000 is required, Congress 
coulll then make the authorization. The Treasury Depar-tment 
i~ anxious, and says it is nesessary, to increase this limit to 
~4,000,000,000. Your committee said to it that when the corpm·a
tion is"'ues bonds up to $1,000,000,000 or $1,500,000~000, and 
from the reports sent to Congress and upon investigation 

ongress is sati fieu that the business of the corpor :tion has 
been muno.<"ed wisely uud in accordance with the act, there will 
be no trouble in getting the authority to is ·ue more of these 
bonds. 

:lUr. LOl'\GWOIITH. The· gentlemnn will recall that 1Ylr. ·war. 
burg, while he said that it would be advisable-to have tho limit 
placed at $4,000~000,000, said that he did not exnect anyU1jug 
like that would ever b.e. issued. 

Mr. KITCHIN. Yes; that. is true. 
1\Ir_ McF ADD E.:..~. The gentleman ..,aitl iliat a large percent

age of the advnnees- would come from the banks-national 
b:mks,. State banks, and trust companies-? 

Mr. KITCHIN. "Yes; that is, the banks will ha:ndle, or ru: 
expected to handle, most of the loans• to· the war: industries 
und receive most of the advances from the corporation. The 
author of the b~ the Secretary of th.e Treasury. anu 1\Ir. 
Wa.rburg, who appeared before our committee, sa.i<l that the 
primn.ry object was tG require practically all of the business 
of the corporation to go through the banking chrumels, and 
that in exceptional cases only would adv~nces be made direct 
by the corporation. 

Mr. l\1cF AD DEN. That being the case, is not. the bur den 
still on the bunks? 

Mr. KITCHIN. Yes; in the sense ~have just explained. 
Mr. McFADDEN. Then, why create ::m.. institution of this 

ltind? 
Mr. KITCHIN. The bm·ucn is not on the-hanks in thnt senso. 

The gentleman's proposition is to burden the Federal Reser~e 
System with the whole burden of the powers and responsibili
ties ancl duties contained in this bill. The benefits or burdens, 
if any, of this bill apply to State biillks. savings banks, tru t 
companies, and all kinds· of banking institutions. 

Mr. 1\IcF AD DEN. Will not the sale: of these bond orne 
into competition with the sale of liberty bonds? 

Mr. KITCIDN. I think so, tOJ some extent. l regard that 
ns one of the dangers in the operation of thi& bil:L Lam afraid; 
that they will compete with the Gnv.ernment bonds to a. larger 
extent than does the· Secretary of the Treasury. He said that 
there might be some danger. This matter necessarily miL'R l:m 
left to the good judgment and the wisdom of the directorate 
and the Secretary, who is chairman of the board of direetors. 
I feel confident they will arrange it so that they "!"ill. not 
measurably handicap the sale of Government bends. 

1\fr'. LONGWORTH. 1\'Ia;y 1 suggest tha.t the rate· of interest 
must be subject to the approval of the Secretary of the Treas
ury? 

Mr. KITCHIN. Yes; and properly so. 
Mr. McFADDEN. I want to call the attentitln. of the gentle

man to the fact that rec.ently the · Farm: Lo:aiL Board were 
unable to sell their- securities and. had to come to- the United 
States Treasury for help'. 

Mr. GLASS. If the gentleman from. North Carolina. will 
yield, that statement needs to be modified somewhat; the~ 
thought that they could not sell then, 'Qut.. as a matter of fact; 

· they have not yet come to the United States Treasury for help. 
Mr-. MADDEN. But they ha.va got the· authority. 
Mr. DENISON. Will the gentleman: yield? 
Mr. KITCIDN. 1 will~ 
Mr. DENISON. I wunt to ask the chairlllllil. if thu theory of 

·the bUl is that thic:; corporation is to: be self-snstaining? 
:Mr. KITCHIN. Yes; and there· may be· a· little pr.ofit . in it. 

We- provide tlrat its net- earnings ma.y be - liquidnted and put 
into Government bonds, and so forth. 

Mr. DENISON. How about the salaries, and so forth? Arc 
they to b-e paid by the corporation 1 

Mr. KITCHIN. Yes;. but tlie sa:laric · of. the· Capital r-·~m 
Committee, which is entirely separate from the corpora ; on 
under our bill, will be paid by the Government 

Mr. DENISON. Is: there any pro;viston in the· bill aoout the 
limits of this corporation? . 

Mr. KITCHIN. I. am glad the gentleman ll..as asketl about 
that. I may have overlooked that in my; explanation of tl1c 
details of the bill. The life- of the corpor:I.tion is- 10. years, bat 
it can not dQ any business,_ except winding· up its affairs and 
liquidating its assets, after six montfis, after- the· termination 
of the war, the time of such termination. to be proclaimed by 
the President. In other- words, it cn..n make no_ mm:e loans, 
issue no more bonds, after six months ffillowing· tlie· termina
tion of th-e war. The directors must then begin:. tv wind up its 
business, liquidate its assets, and turn any net earning,q or· . ur
plns ove-r to the' '.I'reasury of he United States. 

1\Ir. 1\100RE of Pennsylvania. But the war corporation is 
authorized to last for 10 yenrs. 

Mr. KITCIDN. Yes. 
1\Ir. LO~GWORTH. Their functions are confin d. to tlle 

period of the war aru:l ix months thereafter, e:s::cept u to the 
liquidation of assets? 

1\fr. KITCHIN. Yes. 
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Mr. DENISON. In the consideration of the bill did the chair

man discover any sentiment at all in favor of a permanent in-
stitution of this kind? , 

Mr. KITCHIN. No; it is purely a war measure, and I am 
sure no member of our committee would vote for the bill except 
an a necessary war measure. 

l\Ir. CA.NNON. Are the obligations of this corporation which 
is· about to be .organized subject to taxation, State or Federal? 

Mr: KITCHIN. They are subject to the taxation that the 
liberty bonds issued under the act of September 24, 1917, are 
subject to-that is, estate tux, surtaxes, and excess-profits taxes, 
with the s:ime exemption with respect to the $5,000 which the 
gentleman had put into the last liberty bond act. 

1\ir. CANNON. That answers the question. 
Mr. MOORE of Pennsylvania. Is not that one of the reasons 

why it is expected that these bonds will sell? 
Mr. KITCHIN. That is one of the inducements for a person 

to buy. 
1\lr. KNUTSON. Mr. Chairman, will the gentleman yield? 
l\1r. KITCHIN. Yes. 
Mr. Kl'-.TUTSON. What kind of exceptional cases did the 

committee have in mind when it framed section 9? 
l\fr. KITCHIN. War industries which in many cases in

cluded public-utilities companies and power plants when they 
show that they can not get the money through the banks or 
general public. 

:Mr. KNUTSON. ·If they can not get the money through the 
banks, they are questionable loans, are they not? 

Mr. KITCHIN. Oh, no ; not necessarily so. They may be 
most solvent and worthy of credit, but the banks, with such de
mand upon them by the Government to buy certificates of in
debtedness and to furnish money to customers to buy liberty 
bonds, may not have the necessary funds. 

1\fr. KNUTSON. ·why should they not be compelled to fur
nish just as much security as those who make their loans 
through the banks? 

Mr. LONGWORTH. They have to furnish more. 
Mr. KITCHIN. They have to furnish equally as much 

securities-securities equal to 133 per cent-if the loan must be 
given. I think the gentleman is looking at the original bill. 

l\fr. KNUTSON. That overcomes, then, the objection that I 
had. 

Mr. JOHNSON of 1\~ashington. Mr. Chairman, will the gen
tleman yield ? 

Mr. KITCHIN. Yes. 
l\fr. JOHNSON of Washington. I understood the gentleman 

to say that this bill contemplated taking care of all banks 
alike-that is, Federal, State, and private banks. 

1\fr. KITCHIN. No; not taking care of all the banks, but 
to make advances to banks, whether State or national, when 
they make loans to industries contributing to the prosecution of 
the war. 

l\Ir. JOHNSON of Washington. I would like to call the gen
tlem::m's attention to what is now happening. A prominent 
banker states that he bas a communication from the auditor 
of the United States Emergency Fleet Corporation to the effect 
that they will discontinue carrying a certain trustee accounf 
unless the bank becomes a member of the Federal Reserve Sys
tem. This is a large State bank handling money 0n account 
of shipbuilding. 

l\fr. KITCHIN. I appreciate what the gentleman says. If 
that State bank is sound and safe and perfectly worthy of the 
deposit', I think the auditor referred to ought to be rebuked 
for trying to coerce by such a method or threat this bank .into 
the reserve system. 

l\fr. JOHNSON of Washington. And the bank says it can 
not go into the Federal Reserve System. . 

Mr. KITCHIN. Yes. This corporation under this bill makes 
absolutely no distinction between State banks and banks that 
are members of the Federal Reserve System. 
. Mr. JOHNSON of Washington. And it would rise above the 
Federal Reserve System? 

Mr. KITC:EIN. Yes. 
Mr. l\IcKENZIE. 1\I.r. Chairman, will the gentleman yield? 
1\fr. KITCHIN. Yes. 
Mr. McKENZIE. The gentleman was asked a question by 

some one here as to whether or not this law would interfere 
with the sale of liberty bonds, and I think he answered that 
that mi:;ht possibly be true. 

1\fr. KITCHIN. Yes. 
l\fr. McKENZIE. It has been my understanding that one 

of the purposes of this law is to conh·ol credits in order that 
the GoYernment umy be assureu that it can sell its bonds with
out sellin~ them nt a high rate of interest. 

Mr. KITCHIN. The gentleman is right. That is one of the 
primary objects to be accomplished by the Capital Issue Commit
tee title of the bill. 

Mr. ANDERSON. l\fr. Chairman, will the gentleman yield? 
Mr. KITCHIN. Yes. 
1\fr. ANDERSON. Section 9 of the bill provides for the direct 

loans? 
Mr. KITCHIN. Yes. 
Mr. ANDERSON. What I want to ask the gentleman is this: 

Is the language used 1n this and other sections touching those 
eligible for advances, or the character of advances possible 
under the bill, intended to exclude a going agricultural enter
prise? 

Mr. KITCHIN. No; not all. I can conceive of an established. 
agricultrual industry that is necessary and contributory to the 
war, and it would be amenable to the provisions of this bill. 
That is, it would come within, the provisions that make it 
eligible to apply for loans from the corporation or from the 
banks. 

l\fr. ANDERSON. It stn1ck me so under the language, and. 
that is the reason I asked the question. 

Mr. DOWELL. Would that apply to the indi-ridual? 
Mr. KITCHIN. Yes; the individual would come under the 

pro-risiohs if he was engaged in an industry necessary or con
tributory to the war, and we can all conceive of many kinds of 
agricultural industries necessary or contributory to the war, 
but generally one engaged in agriculture can get the necessary 
funds from his local banks. I think, too, a reclamation or an 
irrigation association that could. show that it was necessary 
anu contributory to the prosecution of the war, and that it 
could not get the necessary funds elsewhere, and could put np 
the proper security and comply with the other terms, would be 
just as eligible to apply for that loan as the Du Pont Powder Co. 

1\lr. MOORE of Pennsylvania. If the gentlemen will look on 
pages G9 and 70 of the hearings, they will find that the Secre
tary of the Treasury answered that question. 

Mr. KITCHIN. I thought that the Secretary of the Treasury 
answered it. 

1\fr. REED. Liberty bonds are quoted now, or ha-re been 
quoted, below par? 

Mr. KITCHIN. Yes, sir. 
1\lr. REED. And the idea of this is that this bill will 

stabilize them? 
Mr. KITCHIN. The provision whereby the corporation can 

purchase such bonds will have a tendency to stabilize them. 
l\fr. REED. That never contemplates .the original purchase 

or new issues, but those just thrown on the market? 
l\1r. KITCHIN. But the corporation would haye the right 

to subscribe for original issue of bonds. However, it will deal, 
fo r the most part if not ~all, as the gentleman suggests. As to 
bonds being below par, there are just a few millions that ha>e 
been offered for sale-ju.o:;t a limited few, not anything like 
~100,000,000 worth-and, of course, they are quoted. But I 
have ne-v.er seen a person yet that had a bond that would take 
less than par for it. I have asked several parties if they were 
ready to sell their bonds at less than par; they replieu that 
they were not. I have ne\"er found anyone willing to uo it. 
and I doubt if this quoted market value of the bonds is really 
a bona fide market value. 

1\lr. REED. They place them with the broker and get bids 
at these prices? 

Mr. KITCHIN. Yes. 
l\1r. STERLING of Illinois. I think the gentleman dicl not 

understand the question asked by the gentleman from 'Vest Vir
ginia [1\fr. REED]. As I understood him, he asked the question 
whether or not this corporation could buy Government bonds 
when they were originally issued or whether they w re confined 
to bonds of later issue. 

1\Ir. KITCHIN. Yes; it could subscribe for bonus us orig
inally issued. 

1\lr. l\10NDELL. During his illuminating discu ion of the 
bill the gentleman called attention to tlle importnnce of the 
personnel of the organizations "·hlch the bill provirtc . He em
phasized the importance of the personnel being of a character 
to command the respect and the good judgment of the country, 
and hi!-i committee has -very wi ·ely' proYideu tl.J.nt not over 
three of the members of tbe corporation nntl four of the mem
bers of the committee should be of one po1iticnl party. 

I wanted to know how the- committee Yie\\" tll:1t proyi ion. 
Was -that viewed by the committee ns merely a m~tte r of per
siflage and verbal camouflage, or is it con ·illei·ed :1 real provi
sion in the bill ~hich the committee hope mul e:s:pe-<:ts will be 
carried out in good faith and honestly, so thnt ti-1e business and 
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the corporation will really represent the views of the country 
economically and politically? 

Mr. KITCHIN. ·wen, after the manner of answering ques
tions in the House of Commons, I will say to the latter part 
of the gentleman's question, I answer in the affirmative. 
[Laughter.] 

Mr. MONDELL. Then the gentleman is more hopeful of the 
future in this particular respect than he has reason to be 
gratified at the experience of the past? 

Mr. KITCHIN. If the gentleman take the commissions and 
boards that have been appointed under Taft's administration 
or ft~ Wilson administration, where it was intended by the law 
they should be nonpartisan, and it was specified in the act that 
not more than so many of a political party should be appointed, 
he will find that such requirements have been carried out very 
fairly under both administrations. 

Mr. l\fONDELL. If the gentleman will accept an amendment 
striking out the adminisb·ation which he last referred to, I 
will vote for his proposition. But the gentleman does be
lieve--

Mr. KITCHIN. Your suggestion is out of order. [Laughter.] 
l\lr. MONDELL. The gentleman does believe, personally, 

that it is important that a bill of this kind should be carried 
out in good faith? 

l\1r. KITCHIN. I do. Take the Federal Trade Commission 
and the Federal Reserve Board, appointed by Mr. Wilson, and 
if I wanted to bet-and I never did bet, for if I did, I would 
lose [laughter]-here is one bet that I would win, that the 
majority on both of those commissions are of a party opposite 
-to that of the administration. ' 

Mr. MONDELL. On what information does the gentleman 
base that statement? 

Mr . . Gl\HTH of Michigan. What is the objection to the G8v
ernment being responsibl~ for those bonds? 

Mr. KITCHIN. If it is going to be responsible, why not 
issue its own bonds? · 

Mr. SMITH of Michigan. There are two reasons why the 
Government should. In ·the first place, they are competing 
with Government bonds, and, in the next place, it is for the 
benefit of the Government solely and entirely. And another 
thing--

Mr. KITCHIN. I will say to the gentleman that I think it 
would be unfortunate for the Government to do it, and I 
would not favor this proposition at all if the Government had 
to guarantee all these bonds. I should say, if the Government 
is to be responsible, it would be the wise thing for it to issue 
and sell its own bonds to finance direct the industries necessary 
or contributory to the prosecution of the war. · Then there 
would be no competition in sale of bonds and no question as to 
them. All would be alike. 

l\lr. SMITH of Michigan. We are going out very soon to 
help sen· these bonds, and these questions will be asked. 

Mr. KITCHIN. The gentleman can just tell them that the 
bill it ~elf declares specifically and expressly that the Govern
ment is not responsible for a penny of the principal or interest 
on these bonds or for any act of commission or omission of any 
of the directors or officers of this corporation. The Government 
has already· put into it, or shall have put into it, $500,000,000 
when the capital stock is fully paid _in, as part of the assets as 
security to the bonds, and they are going to have all the securi
ties of the banks and corporations and individuals to which 
loans nre made. 

1\fr. SMITH of Michigan. Denominated "commercial paper," 
and nobody thinks that what is denominated as commercial 
_paper is as good as securities of their Government. 

Mr. MEEKER. Mr. Chairman, will the gentleman yield? 
Mr. KITCHIN. Yes; and I will then take my seat. 
Mr. MEEKER. Can the Government loan to any subsidiary 

corporation? It says here in section 10-:-
That in no case shall the aggregate amotmt of the advances made 

under this title to any one person, firm, corporation, or association 
exceed at any one time an amount equal to 10 per cent of the authorized 
capital stock of the corporation. 

· Now, if they loan up to 10 per cent of the capital stock of the 
corporation to the parent corporation, can they loan up to 10 per 
cent to a subsidiary corporation? 

Mr. KITCHIN. I would say that according to the strict 
letter of that provision they could so loan, lmt not according to 
.Us spirit and intent, and no directorate would make such a loan 
under such circumstances to the subsidiary corporation; that is, 
a corporation the majority of whose stock or the controlling 
interest is owned by :Inother corporation if to the parent com
pany the 10 per cent had been advanced and was still outstand
ing. I say that the loan to the parent and such subsidiary 

together ought not to be over 10 per cent. , I thank gentlemen 
for their patience and attention. [Applause.] 

1\Ir. FORDNEY. Mr. Chairman and gentlemen, the gentle
man from North Carolina [Mr. KITCHIN] has explained so 
thoroughly the purposes of the bill that, so far as I am con
cerned, I am going to be very brief, if permitted, in explaining 
my views about this bill and its purposes. · 

It is an emergency measure and nothing else. That is all 
there is to it, and that is all there ought to be to it. The gen
tleman !rom Texas [Mr. GARNER] asked 1\lr. Warburg when he 
was before our committee what he thought of this bill, and he 
said, " It is an emergency measure, and therefore I am in favor . 
of it." I will quote his exact words. The gentleman from 
Texas then said to him, "l\lr. Warburg, what would you think 
of this law in normal times? " His reply was, " It would be 
absolutely rotten, sir; absolutely rotten." 

It is an emergency measure, because -we are doing great 
things and taking great chances at this time throughout the 
whole world. It is for the purpose of making a\ailable certain 
securities as collateral to loans that are not available for that 
purpose to-day. 

All will agree that the Federal reserve banks to-day have 
saved us from a financial panic. [Applause.] The Federal re
serve banks under existing law can only loan on commercial 
paper-paper given in the payment or the promise of payment 
in a business transaction-for instance, in the purchase of 
goods or real estate or any other prope1•ty. The local banks, 
the member banks of the Federal reserve bank, can rediscount 
such paper with the Federal reserve bank, and no other paper ; 
that is to say, a direct loan made to an individual or corpora
tion by a member bank; and that company's paper given the 
member bank can not rediscount with the Federal reserve bank. 

I wish to repeat: Commercial paper alone can be rediscounted 
by the member banks in a Federal reserve bank, and theref6re 
collateral security, such as is e)..rpected to be offered under the 
terms of this bill, is not available for rediscount for loans in the 
Federal reserve banks. 

In normal times the annual products of the country, agl'icul
tural and manufactured, exceed in value $30,000,000,000. With 
inflated values, such as there are now all over tl1is world, due 
to this great world war, our products, agricultural and manu
factured, exceed in value this year more than $50,000,000,000: 
There is in round numbers in circulation in this ·country $6,000,-
000,000 in money of all kinds at the present time, and in June 
of this year more than half that sum will be called into the 
United States Treasury from taxes; and if you remove from the 
business channels of this country one-half of all the money of 
this country and pay it into the Treasury of the United States 
any business man can ubderstand that there is going to be a 
scarcity of money in the country to be loaned to the industries 
of the country to carry on the production of goods, agricultural 
and manufactured. 

My candid opinion is that the real purpose of this bill is to 
loan money to the great railroads of the country chiefly, and I 
will tell you why. There is an estimated valuation of railroad 
property in the United States to-day of $17,500,000,000. In my 
candid opinion their value is $20,000,000,000. · Because of legis
lation, both State and National, that has been unfriendly to the 
railroads of the country for the past 10 or 15 years the rail
road property of the country is not as valuable as heretofore. 
That is to say, investments in railroad property are not attrac
tive, and railroad securities have · gone clear out of sight on the 
toboggan slide. 

Of the railroads of the country last year 750 railway systems 
in all borrowed but $57,000,000, or three-tenths of 1 per cent of 
their valuation, based upon $1'?',500,000,000. The money lenders 
of the country will not lend money to the railroads. Of course, 
while the railroads are under Government control, with til~ 
guaranty of a certain rate of income based on the value of the 
property while the Government is behind the railroads, railroad 
securities sell at better prices in the market than if the Govern
ment were not back of them. But if I were loaning money I 
would not loan to the railroads of the country. I would much 
rather accept municipal bonds at a reasonable rate of interest, 
because most of the municipal bonds of the country are exempt 
from taxation. 
· That is one reason why money lenders will invest in such 

securities. The second is they are the best class of loans in the 
country except real estate mortgages. They are more apt to be 
paid. But with 750 railway systems of this country last year. 
as I said before on the floor of this House, borrowing only $57,-
000,000, with the Interstate Commerce Commission fixing t11e 
maximum rates on freight and passenger fares the railroads 
ca.11 charge, and the Congress of the United States fixing .the 
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mmmmm wage scnlc--two great bodies, one fixing tbe income 
and the other fixing the outgo-railroad property is in a bad fix. 
And the condition is going to get more chaotic every day unless 
we have some more favorable legislation in the interest of the 
railroads. The railroads of this country are the bone and sinew 
of the in-dustrial world--

Mr. l\1ADDEN. Did the gentleman notice in this morning's 
paper that the Interstate Commerce Commission had issued an 
rder increasing the railroad freight rates 15 per cent? 
1\Ir. FORDNEY. Fifteen per cent on· what and where, my 

friend? 
Mr. MADDEN. Railroa<l rates. 
Mr. FORDNEY. 1.11er.e are three great railway divisions in the 

country, fixed by the Interstate Commerce Commission. One 
is west of the Mississippi River, another south of the Ohio 
River and east of the Mississippi River, and the third is north 
of the Ohio River and east of the Mississippi River. This 
increase in rates docs not apply to aU the railroads in the 
whole country. 

Again let me . ay to the gentleman-! am diverting, however, 
from the purpose of my argument-that the increased · rates 
allowed by the Interstate Commerce Commission to the rail
roads of this country in the last 10 years are not one-tenth of 
the amount that has been permitted in the way of increases 
by the principal countries of this world to their railroads. I 
had occasion to look that up only a short time ago. 

Mr. MADDEN. I am not complaining at this increase of 
rates. 

Mr. FOn.DNEY. Neither am I. I understood the gentlem::m 
about that. 

Mr. IDCKS. I think lhis rate increase was only on pecific 
articles and not a general increase on all commodities. 

Mr. FOitDNEY. When it is applied on all articles in gen-
ral the "entlem!U1 will find that the percentage of increase is 

so small that it does not umount to much. In {)fuer words, 
the Adamson bill incr'e.U.Sed Ule operating cost of the railroads 
of this country, according to the best information I can obtain. 
mm·e than $100,000,000, and no adequate income has been 
o'nowed to the railroads to meet that additional co. t. But the 
principal purpose .of this bill is to loan mom~y to the railroads. 
When I say to you that the railroads were only able to borrow 
last year three-tenths of 1 per cent of their total capital Talue 
you c.a.n understand that the money lenders of tl1e ~ountry ure 
not anxious to loan to the railroad . 

Mr. DILLON. The bill that we just pas ed relative to the 
tn.king over of the railroads provided for loans to the rn.ilroads. 
tlid it not, and does not that sufficiently supply that necd7 

Mr. FORDNEY~ I wm say to the ~entleman, no. 
Mr. DILLON. ·why not? 
Mr. FORDN~Y~ The gentleman is correct, nnu yet not ex· 

aetly correct. The purpose of the $500,000,000 loan authorized 
in the railroad bill recently passed, as I understand it, is to pur· 
chase equipment, to better the railroad systems of the country, 
to purchase terminals, and buy rolling stock, which the railroad 
companies have not had the money to purchase. We are in a 
chaotic condition to-day in tpe shipment of goods :all over this 
country on eva·y railroa ll. Now, why? I wi11 tell you why. 
Because of adver e legislation that I have spo:ken of, the mil· 
J.'Q::tds of the country have not had the money to keep up their 
betterments, and with the greatly increased production of goods 
in this country, and products of every kind, the rallm:a.d com
panies ha\e not had the money to build locomotives and cars 
and better bridges and terminn.ls, and to lay heavier steel, and 
these ro-ads are at the present time in a condltion run down at 
the bee]. LJ.."his $500,000,000 appropriated in the ra.il:road bill is 
to answer that purpose, and not to loan to the railroad! money 
they must ha>e for many other betterments. 

l\fr. DILLO.N. Does not he bill directly authorize the pnr-
clla e of bonds issued by the railroads? · 

Mr. FORDNEY. Ru.i1.road bonds? 
;ur, DILLON. Yes.. The bill itself provides that the Govern

ment mny buy and ell bonds that may be issued. 
Mr. FORDNEY. The bill provides that the Pr ide.nt may 

npprovc of the i su~ of bonds autllorjzed by the t•.ailroad , in 
hi. judgment. 

Mr. DILLON. And to purcba e? 
Mr. FORDl\TEY. To; I beg to differ with the gentJ.e.man. It 

j , not to bu:r railroad bonUs. That is not my understanding of 
tile bill. 

1\.Ir. DILLO~ -. If th~ rr nUcman will xamine it, he '.\ill find 
I am CQrrect. 

31r. FORD;. TB¥. Wilen I first rea<.l the bill tl1nt was my 
inf r nc , but wh n ron rea<l th bill carefully -you will see 
t.bat it authoriz · the Pre.·itlent to npprove of the i . ue antl 

sale and purcha. ·c of tho e bon{]s. I may be wrong about this, 
and if so I want to be corrected. If there is such a provision 
in the law, t11e President ought to be burned in effigy if he 
steps out now and attempts to purchase railroad bonds on th~ 
market to bolster up the value of railroad stocks and bonds. 
Let me call your attention t~ the depression in railwn.y stocks 
and bonds, becau e it is the gist of this argument. I want to 
tell you where the stocks tUld bonds of the railway companie. 
have gone in the past few years. I have here a list of the bond 
valu · of 26 of the largest railroads in the United StatesJ 
bonds of those companies sold since 1906 down to and includ
ing 1917. They went all to pieces. Some of you gentlemen are 
more familiar with some <>f these roads than with other , as 
I am ; but the 4 per cent bonds of the Atchison, Topeka & Santa · 
Fe Road went from 104! to 83}, their par value being $100. 
The Atlantic Con t Line went from '951 to 80; Baltimore & 
Ohio, from 101! to 78; Chesapeake & Ohio, from 109 to 70 ; 
Chicago, Burlington & Quincy, one of the m{)st valuable roads 
of the country, tra\ersing one of the richest territorie in the 
United States, from 103i to 81-!. 

Mr. SLOAN. Will the gentleman yieW, or does he <le ire to 
finish his statement? 

1\Ir. FORDNEY. I will yield, although I want to go on ·with 
this argument. 

Mr. SLOAN. What I desire to know is this: These bonds 
were supposed to be secure. Does not the gentleman attribute 
the reduction in the murket price of these railroad bonds to 
the competition of a large amount of Government securities 
bearing a comparatively high rate of interest, and which are 
practically exempt from taxation? 

Mr. FORDNEY. No, my friend; what I am trying to il1us· 
trate is this, that at the time when the Government took con· 
trol of the railroads their financial situation was critical. 
Money was very hard to obtain by people who must have money, 
and the railroads needed more money than any other grcut 
industry in the country. . 

Mr. SABATH. Will the gentleman yield for a question? 
Mr. FORDNEY. Yes. 
Mr. SABATH. Is it not a fact, perhaps, that the public lost 

confidence in these railroads <>n account of the stories of the 
dishonest operations of some of the officials of these road , like 
the New Haven :1nd others? 

Mr. FORDl\%""'Y. I hnve heard a great deal about thieves. I 
never caught but one thief in my life, and I saw him steal and 
I caught him. I am not ready to convict everybody upon the 
simple statement that the average man of business is a thief. 
I do not believe that the average railroad ln this country h11s 
been so handled that it has gone to pieces because of thieves 
ln its management. Some roads have undoubtedly been mis
managed; not altoge.ther because the management was dishon
est, but it was incompetent an<l perhaps sometimeS dishon~st 
along with it. I know of no railroad officials wh<> ha-re been 

tealing, and if I did know of any I wonld report them to the 
Attorney General. 

Mr. SABATH. My qu tion was whether, due to the circula
tion of these reports, and due to the mismanagement on the 
part of some :roads, have not allrn.ih·oads suffered thereby? 

Mr. FORDNEY. I do not think that is the cluef enuse. 
Mr. SABATH. That is one of the causes. 
Mr. FORDNEY. Will the gentleman bet me answer, we cn.n 

not both talk at once, for if we do it will be sort of a balf-br d 
argument. · 
Mr~ SLOAl~. Will the gentleman yield? 
Mr. FORDNEY. Let me answer the gentleman first. I do 

not believe that because of some mismanagement of a few rail
roads in the country that is the cause of the depreciation of 
railroad yalnes in the eountcy. Now, I will yield to the gentle
Illan from Nebraska. 

1\Ir. SLOAN. There 11.._1.8 been no chnrge of thievery or mis
management in the 1.·oads the geRtlema.n has mentioned, the 
Union Pacifi<; Atehlson, Burlington, Northwestern, o1· any of 
the granger roads, except possibly the Rock Island? 

Mr. FOitDNEY. I am not charging mismanagement of the 
roads or dishonesty. I do not know of any dishonesty in the 
manngcment of the great railroads of this country, although I 
have heard of it. 

Mr. WALSH. Will tile gentleman yi ld? 
Mr. FDRDNEY. Yes. 
Mr. WALSH. Has the gentleman r~ud th r port by the In

ter t te Commerce Commis~ion wbich in>eJ tignted the mnnnge
ment of some of these Toads? 

Mr. FOllDNEY. Yes; but not all. 
Mr. WALSH. An<l did not they cmHleum th mnnngemcnt 

and the ".Vny the flnnn e rrere us d? 
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Mr. FORDNEY. Suppose I did read. it all; I would not lmow 
anything abou~ it except what a member of the Interstate Com-' 
merce Commission said about it. 

Mr. WALSH. The gentleman would. if he read the testimony 
and was able to form an opinion, and I know the gentleman is. 

l\1r. FORDNEY. No; I was not present. Now, if the gentle
man will let me ·proceed, I want to be kind to everybody, be
cause I have no ill will against anybod~ll;. 

Mr . .JUUL. Will the gentleman yield? 
Mr. FORDNEY. Yes. 
Mr. ·JUUL. Will the gentleman tell me what period of time 

lies between the high valuation of the bonds and. the lower 
valuation? 

· l\Ir. FORDNEY. From 1906 down to date, but chiefly in the 
last two years. 

l\fr. JUUL. Two years bemeen the high and the low \alue. 
Mr. FORDNEY. Between 1906-that is the farthest · period 

of time back-down to the 1st of January, 1917, and from that 
to December, 1917. · 

Now, the Chicago, Milwaukee & St. Paul road's bonus de
clined from 98! to G9; the Chicago & North Western from lOOt 
to 70! · the Delaware & Hudson from 103 to 87; the Great 
Northe~n from lOli: to 86; and so on down the whole 26. I will 
not take the time to read them all. The average shrinkage of 
all these bonds of these companies was 16~ per cent on all the 
roads. 

Now, the value is there. The value of the stock depends on 
the \nlne of the property, and not only upon its value but upon 
the successful management of the companies. You may have an 
institution with a million dollars of capital paid in and a mil
lion dollars' worth of property and a million dollars of par value 
of stock, but your stock is not worth 2 cents on the dollar unless 
that institution is successfully managed. 

Mr. GREEN of Iowa. Will the gentleman yield? 
1\1r. FORDNEY. I will. 
l\Ir. GREEN of Iowa. The gentleman speaks of the deprecia

tion of railroad bonds; the gentleman is aware that all bonds 
have greatly depreciated in value? 

Mr. FORDNEY. Yes; but, my friend, the railToads are in a 
chaotic condition financially to-day, and the purpose of this bill is 
really to aid the railioads more than any other industry, in 
my opinion. All values have shrunk in the country and so have 
stocks since the war has been declared. 

l\Ir. GREEN of Iowa. I had here the other day a chart which 
I intended to use when we were discussing the railroad bill, 
which made a comparison of the rise and fall of railroad bonds 
and other bonds and railroad stocks and other stocks, and there 
was nQ appreciable difference in the rise and fall between rail
road stocks and other stocks. They an · depreciated in the same 
ratio nnd in the same way. 

Mr. FORDNEY. The gentleman's argument is evidence that 
the financial circumstances of the roads are in bad shape. 
Financiers having the money do not want to loan it, and so it 
makes it impossible to get money at reasonable rates of interest. 
That is the pmpose of this bill-to aid such industries in get
ting money. 

l\1r. DILLON. Will the gentleman yield? 
Mr. FORDNEY. Yes. 
Mr . . DILLON. I want to call the gentleman's attention to the 

provisions of section 7 of the railroad bill : 
The President may, out of the revo1ving fun·d created by this act, pur

chase for tbe United States all or any part of such securities at prices 
not exceeding par, and may sell such securities whenever, in his judg
ment, it is desirable at prices not less than the cost thereof. 

l\fr. FORDNEY. What is the purpose of that? The purpose 
is that if tl1e railroad comes to the Government to get any por
tion of the $500,000,000 to buy betterments, rolling stock, heavier 
steel rails for terminals to add to the betterments of the rail
roads, all the railroad companies have got to offer to the Gov
ernment is their stock and bonds, whatever security they may 
have, but it does not authorize the President to go out and 
promiscuously buy railroad bonds on the market. 

Mr. DILLON. Let me read a further provision in reference 
to the reorganization of these companies. · 

Mr. FORDNEY. I wish the gentleman would not take up all 
of my time. I will concede that the President has authority to 
buy these bonds, but the money put into the bonds is to go to 
the railroad companies for betterments of the railroad, and 
it does not authorize him to buy bonds floating around the 
country issued 10 years ago. The gentleman and I disagree 
only as to the purpose. 

Mr. DICKINSON. Will the gentleman yield? 
Mr. FOB.DJ\TEY. Yes. 

Mr. DICKINSON. Tile gentleman stated that the purpose 
of the bill is to aid the railroads. Does the gentleman find 
the word " railroad " in the bill? 

l\Ir. FORDNEY. No; and I do not find the word " sugar
coated," and yet it is sugar-coated from top to bottom. There 
is nothing in the bill about railroads, but you will agree that 
the railroads are in the worst condition to-day financially than 
any other industry of the country and will get the major portion 
of these loans. 

It was stated by the Secretary of the Treasury and by ~Ir. 
Warburg, who appeared before our committee, that they feel 
they must within the next 30 days, I believe, loan to the New 
Haven Railroad $45,000,000. That is one to begin with. Now, 
you can take care of · a whole lot of little institutions in the 
country with $45,000,000. 

Mr. LONGWORTH. Mr. Chairman, will the gentleman yield? 
Mr .. FORDNEY. Yes. 
Mr. LONGWORTH. I simply want to inject the fact, how

ever, that under this bill the limit of the amount that could be 
loaned directly to the railroads is one-sixth of the outstanding 
capital stock. · 

l\lr. FORDNEY. Yes; but one-fifth of $500,000,000 is $100,-
000,000, and with that capitalization there would still be $55,-
000,000 left. 

l\Ir. STERLING of Illinois. l\Ir. Chairman, will the gentle-
man yield? . . 

Mr. FORDNEY. Yes. 
l\1r. STERLING of Illinois. I think the idea of the Secretary 

of the Treasury was not that this corporation would loan that 
entire amount to the New Haven Railroad Co. 

l\Ir. FORDNEY. No; I think not. I think I rather exag. 
gerated that. 

Mr. STERLING of Illinois. But that if they would loan a 
considerable· per cent of it, the banks would be willing and able 
to take care of the rest of the loan to the company. · 

Mr. FORDNEY. Yes. Let me get to the gist of the point. 
The committee threw safeguards around the bill to that extent, 
as the gentleman from North Carolina [l\Ir. KITcHIN] has fully 
explained, that not more than 10 per cent of the capital an<l 
issue of bonds can be loaned to institutions directly by this 
corporation. The remaining 90 per cent must come through 
the local banks with the indorsement of the local banks. The 
difference between those two loans is this : The purpose of this 
bill is to loan to local banks, National or State, 75 per cent of 
the money that the bank loans directly to the institution, an<l 
only 75 per cent, but that bank must indorse that note on which 
the loan is made. The loans to be made through the local banks, 
National or State, must be secured and that security turned over 
to this Finance Corporation with the collaterals and notes, .to
gether with the indorsement of the local bank of that note. 
That is double security, but the direct loans authorized up to · 
10 per cent may be made by the Finance Corporation directly 
to the company or individual without the indorsement of any 
b:mk. But in such loans the corporation then must demand 133 
cents collateral securities for 100 cents of loan. That is the 
difference between the two loans. That loan when obtained 
directly through the institution with 133 cents of collateral on 
100 cents of loan is not as good as the loan that comes through 
the local bank, because there is an additional 33?£ per cent col
lateral required with the loan through the bank, and in addi
tion to that, there is the · indorsement of the local bank, aml 
that class of loans is better than the direct loan. 

Mr. REED. Mr. Chairman, will the gentleman yield? 
l\1r. FORDNEY. Yes. 
l\fr. REED. This corporation, which is temporary, and which 

has been denominated as rotten, can only provide for loans for 
a five--year period. 

l\Ir. FORDNEY. Yes; the corporation must cease six: months 
after the proclamation of peace. · 

Mr. REED. Who will take care of the railroads ·then? 
Mr. FORDNEY. Let them go to hades or let the country 

take .care of them. We do not want the Go\ernment forever to 
take care of them. We expect normal conuitions Oiice more to 
prevail, and when normal conditions have once more returned to 
the country, we will go on as we have in the past, and the Fed
eral reserve banks and the local banks "ill take care of the 
industries of the country. There are now unusual conditions 
prevailing throughout the whole counh·y, and this is intended 
to take care of those conditions under those circumstances. 

l\Ir. SMITH of Michigan. Mr. Chairman, will the gentleman 
yield? 

·l\Ir. FORDNEY. Yes. 
Mr. SMITH of Michigan. For how long a term can ·this cor

poration loan to an institution engaged in war industries ? 
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Mr. FORD~Y. F i\e years is the limit. I <licl not quite 
fu1ly answer t ile otller que ;tion. Under the pro\i ions of tilis 
bill tile activities aw.l powers of the corporation must cea e six 
months after the proclamation of peace; and the business of the 
corporation must be clo ed within 10 years. 

Mr. Sl\llTH of Michigan. Do I under tand tlley coulcl loan 
to a manufacturiug institution for five years ? 

Mr. FORD~EY. Ye ; tile longest loan that can be taken is 
five years. 

l:lr. SMITH of ~lichigan. On commerciul paper? 
Mr. FORDNEY. On any kind of security back of any note 

offeroo to the corporation. Five years is the limit tilat they can 
make the loans for, either directly or through the local banks, 
because we expect thi war will end some time, and we are all 
praying that it wm end in a short time; but we are trying to 
take care of the industrial world while this war is going on 
and aid every institution that is aiding the Government to sup
port our boy. in the trenches over across the sea. That is the 

· meat of this thing. 
Mr. McCORMICK. 1\Ir. Chairman, will the gentleman yie1d? 
Mr. FORDNEY. Yes. 
Mr. McCOR..\HC.K. I woulti like to suggest to the gentleman 

that perhaps he is conveying to the committee an impre. sion of 
undue optimi. m. He stated that we would return to normal 
conditions before long after the war. I thought perhaps he 
meant l1e hoped we would. 

1\lr. FORD~EY. Oh, ye ; I hope and I expect. The people of 
this country are intelligent, and if they make a mistake tiley 
will soon correct it. 

Mr. JUUL. The gentleman stateu that the power to loan 
would cea e in fi\e years? 

1\Ir. FORDNEY. In six months after the proclamntion of 
peace. 

Mr. JUUL. If there is power in this bill to grant loan there 
must be power to renew loans where there is inability to pay, 
must there not? 

Mr. FORD.!\TEY. Yes; but they are not suppo ed to be re
newed after six months after a proclamation of peace. The 
powers of the corporation must cease then, except the winding 
up of its business. 

Mr. JUUL. What happens when there is inability to pay? 
Mr. FORDNEY. 1 will tell you '''hat came mighty near hap

pening to me in the panic of 1896. If I had had anything, I 
would have ' busted," and that woulu be their fix if they are 
unable to go elsewhere and get money except through this cor
poration, because this corporation's business must end six months 
after the war is over; they are likely to be embarras ed. 

It was thought best to control the new institution, and say to 
a city, for instance, that wanted to build a city hall that cost 
half a million dollars, "You can wait just as well until this war 
is over when we will not need that money for other purposes. 
And we will not i ue a license to any bank in the country to 
finance that project until the war is over." 

~r. HICKS. If this committee does not have the power to 
prevent that corporation from issuing that new issue of stocks 
and bonds, what value is it to have the provision put in the bill'! 

Mr. FORDNEY. I will tell you the benefit that I think there 
i in it. I thought at first that that original provision in there 
was too drastic, anti that it might be used for political purposes 
where it was po sible to do so. If the corporation, or if this 
corporation, does not recommend the issuance of stocks or bonds 
to be sold to finance a corporation for more than $100,000, the 
banks that must look to this finance corporation for loans are 
going to be very low to make those loans unless they know this 
corpm·ation is going to indorse such loans, and consequently it 
will have practically the same effect as the old provision that 
was in the law, in my opinion. I do not believe that a bank 
that must look to this finance corporation for redi-scounts would 
finance a corporation that this committee would disapprove of 
for fear the finance corporation would decline to gi•e aitl to 
your bank any further. 

Mr. McFADDEN. \Vill the gentleman yield? 
Mr. FORDNEY. Yes. 
lli. McFADDEN. Will the gentleJ;Uan explain how the finance 

corporation is to get its funds, and from what source? 
Mr. FORDNEY. Yes. The gentleman from North Carolina 

took two hom·s a while ago to tell yon that, and I thought he 
told you plainly. I will be very brief. In the first place, the 
Government is to take $500,000,000 of stock of this company 
and put up the cash extracted from people in taxes. Beyond 
that they are going to issue bonds of the corporation, back of 
which they claim they have got collateral ecurity from direct 
Iorrns or from local bm:iks of the country, and in addition to· 
what is back of those bonds is this $500,000,000 il). cash put in 
t~1~ Trea ury by the Go•ernment. They expect to sell bonds 

anti get mo1 y in addition to tile $500,000,000 subscribed by the 
GoYernmeut. Has that answered your question? 

Mr. McFADDEN. Whom are they going to sell the bonds to'2 
l\fr. FORDNEY. To you and to anybody else who has money 

and courage enough to buy them. 
Mr. McFADDEN. They are made eligible for rediscount? 
Mr. FORDNEY. Let me. ay to yon that 1 differ with my 

good friend from North Carolina, Mr. KITCHIN, in this respect: 
I belieYe the Government should be back of these bonds as well 
as the corporation. Whether they are or whether they are not, 
if you and I live long enough, and if this corporation meet-s with 
reverses and lo es to amount to more than $500,000,000 sulJ. 
scribed by the Government in stock, Uncle Sam through some 
future Congress will come forward and say to the man that 
loaned his money, "You loaned that mo~ey to this corporation 
in time of great need and that corporation loaned it to some 
institution furnishing supplies to support my boys on the battle 
field, and Uncle Sam will pay you 100 cents on the dollar." 
[Applause.] 

l\lr. McFADDEN. Does the gentleman think that these bonds 
will sell in competition with liberty bonds? 

Mr. FORDNEY. There is a. provision in the bill which pro
vides that these bonds must not be sold at less than par but 
what they will ell for I do not know. But that is wbat the 
law says. 

l\lr. GRAHAM of Illinoi . Will the g ntleman yield? 
1\Ir. FORDNEY. I will. 
l\fr. GRAHAM of Illinois. The inquiry in my mind is this: 

Suppose we issue these bonds and find they will not sell, tllen 
we will have to take some s'imilar action like tbnt which we 
took in the matter of the Federal farm-loan bonds? 

Mr. FORD~TEY. Well, I never had any faith in that fnrm· 
loan sclleme. I think that was a. fake. But if it is found that 
this corporation's bonds will not sell at par, mark what I tell 
you, the adminish·ation will be right back and ask Congress for 
some relief, and we will give it as best we can. That is what 
\\ill happen, my good friend. 

Mr. STERLING of Dlinois. Does the gentleman not think 
that the interest rate will make tl1em ell at pnr if the int rest 
rate is high enough? 

Mr. FORDNEY. I think so. 
Now, let me say to you, my goou friends, this: I will not 

mention the firm, but the Secretary of the Treasury made the 
statement before our committee that one great corporation in 
this country that is doing very much toward aiding in the pro· 
duction of supplies by furnishing power- to great institutions 
is at the present time in financial trouble; and it is expected 
that this corporation is going to lend aid to that company, that 
recently was compelled to pay 13 per cent interest on a loan 
they obtained in New York. And wllen it is understood that 
company can come to this corporation and get money nt n 
reasonable rate of interest the local bank is going to loon that 
money at a reasonable rate of interest or give up the Joan. 

It is going to be a good thing in that way. As to whether or 
not this is in:tlation, let me say, that here is the dangerous part 
of it, .but we need not be afraid of that. Uncle Sam never got 
in such deep water but that he was able to wade ashore high 
and dry and pay his debts. We were practically out of debt 
before this war began. We pay our debt . We are the wealthi
est people in the world, with $260,000,000,000 of wealth in the 
United States; and with thirty or forty billions of indebtedness 
nobody need fear that Uncle Sam will not pay his debts. · 

Mr. JOHNSON of Washington. Granting thnt, I wouhl like 
to ask the gentleman if he has given any conside1·ation to the 
thought of the possibility of the fact tl1at if the Government i · 
not out-and-out behind these bonds it will inevitably lenu by 
the Government to the ownership of the railroads? 

Mr. FORDNEY. As long as God gives me intelligence and 
my health and strength and my con tituents permit me to re· 
main here I will vote against Government ownership of rail· 
roa.ds, because that would bring financial disn. ter to our Gov· 
ernment. 

Mr. JOHNSON of Washington. Bnt in spite of the gentle· 
man's vote, the bond situation, with the Government apparently 
not being behind them, will re. ult in the owner hip of the ran-
roads. · 

Mr. FORDNEY. I do not think it will. but if it does, i e this 
Go\ei'nment through any legislation that we are passing now 
to help out this war, becomes the po e or of a railroad in this 
country, oh, how quick Uncle Sam will let go as soon as the 
people open theil· eyes and find out what an expensive propos!· 
tion the Government ·has on hand. 

No country in the world has tried Go'lernment ownership and 
control and operation of rnilroads tha~ did not make a fnil~re 
of it; not a country in the world . . Right over he-re in Canncla, 
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across fte border, the railroads in private ownership spent $73 
in operating costs for each $100 of receipts or income, while 
the Government-owned roads, traversing some of the best and 
ricllest ten-itory in Canada, spent $102.13 to get back $100. 
That is the difference between a Go>ernment-managed institu
tion and one managed by an individual or a corporation; 

As a little illustration here, we had a little flurry of snow this 
:winter, 3 or 4 or 5 or 6 inches of snowfall, and a man came and 
asked me to ai<l him, if possible, in getting some coal hauled 
to his home, because he said the coal companies of the city 
claimed they had no means of transporting the coal to his 
horne. They had the coal, but no means of transporting it. I 
saw 2-1- teams lined up about this Capitol hauling snow down to 
the Potomac RiYer, trying to raise · the height of the water. 
[Laughter.] They could Ila>e had no other purpose. Why in the 
~orlu diu not they shovel the snow to one si<le, as we do in 
J\lichi~an, where we have 3 or 4 feet of snow? No; more than 
a score of teams hauling snow f-rom the Capitol, with no trans
portntion available to haul coal to individuals needing it. That 
is an iilustration of Government management. [Applause.] 

I will give another illustration. Since the Government took 
over the management of the railroads a man came to me the 
other <1ay and said, " I was down by Collingdale, 26 miles out
side of Philadelphia, and there I saw 147 carloads of ~oal that 
had lain there 42 days witrlout unloading or moving. But that 
is Government ownership. Great Scott ! 

A carload of goods arrived in this city on the 2<1 day of March 
that had been shipped from the city of Detroit, 700 miles away. 
on the 28th of December. It took 63 days to get that carload of 
goods from Detroit to the city of Washington under Government 
management. No wonder that we have a shortage of cars. 

J\lr. SABATH: l\1r. Chairman, will the gentleman yield? 
Thnt was before Government management. 

1\f.r. FOllDNEY. No, sir; we now have Government control, 
since December 28 last The >ery <1ay the Government took 
over the . railroads that carload of goods was shippe!l from the 
city of Detroit, 700 miles away, and it took G3 days to get that 
c:u load. of goods to ·washington. 

Mr. SABATH. I suppose the gentleman thinks that the Sec
retary of the Treasury or the Director ought to have been on 
that train and ordered the goods shipped oown here. 

Mr. FORDNEY. Let me call your attention to the situation 
to-day. There are some things about this bill thn.t I uo not like, 
but I am going to support it because it is going to give relief to 
the financial institutions of the country. It is absolutely neces
sary, gentlemen, to pass · it in order to avoid a money panic. 
.All the outstanding money in the country is redeelllil.ble in gold 
under existing law. Silver is redeemable in golu. 

Mr. DILLON. Mr. Cl1airman, will the- gentleman yield? 
Mr. FORDNEY. Later I will yield. Silver certificates are 

redeemable in silver and gold certificates are redeemable in 
gohL There are gold certificates outstanding at present to the 
extent of $1,235,000,000. Six months ago we had over $1,800,-
000,000 of gold certificates outstanding. Back of every gold cer
tificate outstanding to-day there is 100 cents of gold coin or gold 
bulLion in the United States Treasury to redeem it when it 
comes back. Those gold certificates are now being called in and 
Fe~eral reserve bank notes are issued in their place, back of 
which the_re is but 40 cents of gold coin. or go}d bullion. In 
other words, we are issuing $2.50 of Federal reserve notes 
against $1 of gold. ·This is inflation. 

In addition there are $1,875,000 of United States notes, $346,-
381,000 Treasury ; and Federal reserve notes, of $1,505,000 ; of 
Federal reserve bank notes, $11,898,000 ; and $719,000,000 of 
national-bank notes ; or a total ~per money outstanding and 
silver combined of $4,358,000,000, with $2,4()0,000,000 of gold 
to redeem it with. This is inflation. 

We are going to keep on issuing more Federal reserve bank 
notes until all the gold certificates of the country have been 
called in and destroyed and Federal reserve bank notes issued 
in their place-that is, $2.50 for $1, or about $5,000,000,000 of 
Federnl reserve notes outstanding as against a li tt1e less than 
$2,000,000,000 of gold certificates heretofore. But we have to 
haYe the money, and I have no criticism to offer. I only call 
your attention to the importance of these things. 

We are going far afield in legislation, gentlemen. I have 
voted for eve:cything that the administration has asked for, in 
the "\\ay of power or appropriations or bond issues, to help carry 
on this war. I am going to vote for everything, in my judgment, 
that the administration needs. I have entii·ely forgotten poli
tics in this House while this war lasts. 

But the administratio:l is asking at the present time for more 
power than it ought to ask for, and one that I am unalterably 
opposed to and am going to express myself right here, and I 
.want you to think about it: There was introduced in the Senate 

the so-called Chamberlain bill, which, if enacted into law as it 
was introduced, would give the President of the United States 
the power to take over all the sawmills, all the lumber camps, 
the entire production of lumber, and all the timber of the 
United States, and to direct management. 

Now, anything under the blue sky could be uirecteu under the 
language of that bill by the President of the United States. 
Gentlemen, that bill was introduced upon the theory that the 
sawmills of the South are declining and have refused to furnish 
to this Government timber with which to build ships. That is 
a mistak~ The man that conceived that idea was uninformed. 
I know better. I have examined timber in nearly every State 
in the South, and I am a manufacturer of lumber in the State 
of Mississippi, where as fine long-leaf timber and as large 
grows as grows anywl1ere under God's sun. 

The Government has asked for la.rge sticks of timber, say, 
24 by 24 inches square, and from 30 feet long up to any length 
that can be obtaine(J, chiefly 4D-foot lengths. I want to tell you, 
my friends, that to snw a stick of timber 24 by 24 inches square 
ann 40 feet long in a sawmill means that you must have a stick 
of timber absolutely straight, absolutely round, and abs-olutely 
perfect, about 3S inches in diametee at the top end. I venture 
to say there is scarcely a tree of long-leaf pine standing in nny 
Southern State that will make a stick of timber 24 by 24 inches 
S<Junre and 40 feet long with a proud edge or an absolutely 
square edge. I say it takes a stick 38 inches at the- top end to 
make a stick of that kind, and the shipbuilding corporations 
were so notified when they went out ~onto the market last year 
and asked for that size of timber from the mills of the South 
to build ships. They were tolu, " Go to the Pacific- coast, where 
you can get your· large uimensions, and the mills of the South 
will furnish you to their fullest capacity and limit all the 
timber that can be made out of the standing timbet· in the 
South." They declined to do that and said they could not 
mix Douglas tip f-rom the Pacific coast with long-leaf timber 
from the South. 

Finally they have discovered that they can mix them and 
that tbeJ· will properly mix:, because the tensile strength of a · 
stick of timber cut :from Douglas fir and of a stick of timber cut 
from long-leaf pine of the South is practically the same. I saw 
a test made at the \Vorld's Fair at Chicago, and the pressure 
before the timber gave way was 282 points on Douglas fir ns 
against 285 points for long-leaf pine--practically the same. At 
last the corporation obtaining timber for shipbuilding in the 
South have found they can not secure these large timbers from 
the South, anu have gone to the Pacific coast, as lmnbermen ad
vised them to uo Jast May. But they come back now and say 
they are ·obliged to go to the Pacific coast, because the lumber
men of the South are disloyal and will not cut timber for them for 
shipbuilding. Thatls not true. Any man who makes that state
ment is not well posted. [Applause.] I am opposed to that bill. 
There are 48,000 sawmills in the United States, employing, in 
round numbers, 900,000 men. Those 48,000 sawmills .have 48,000 
skilled, experienced superintendents running them. No man in 
the 'Vbite House or any other house in the city of Washington 
can sit in a cushioned chair behind a mahogany desk and direct 
the management of 48,000 sawmills scattered all oYer this coun
try as efficiently as can 48,000 superintendents right on· the
ground and knowing their business. [.Applause.] 

l\1r. JOHNSON of Washington. Is there any real diffe1·ence 
between apparently running them from headquarters in Wash
ington and sending men in.to the lumber uistricts who fix a. 
10-hom· day on an 8-hour basis and regulate the entire pay roll, 
commencing with $100 a month for second cooks, thereby estab-
lishing that scale? · · 

1\.fr. FORDNEY. Let me say to the gentleman that about 
three months ago, when there wa!'l, a strike in the sawmills and 
lumber camps of the Pacific coast in Oregon and in Washington, 
a man came there from California and called the lumbermen 
together and advised them what to do. The mills were closed 
down for three months. The I. W. W. would not let them run. 
They were destroying property, burning timber, blowing up dams, 
burning the landings . where logs were landed, smashing ma
chinery in the wood:s, doing every vicious thing that a wicked 
mind could think of--

Mr. JOHNSON of ·washington. PQtting emery into the oil. 
l\1r. FORDNEY. Yes; and putting camphor into the gasoline

that ran the little motor engines to supply water to the donkey 
engines in the- woods. Camphor spoils tbe gasoline. Gasoline 
with camphor in it will not run an en,oine. They l1Ut emery dust 
in the cylinders a:nd in the grease bo:s:es to desh'Dy the nuwbi.nery~ 
They took sledges in the night and smaslled tile goaring, the <lrive 
wheels, which threw the machines out of commission for three 
or four weeks. While this was going on, that man c.a.me up 
there from California and claimed to be a representative of tile 
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Government sent there by the President. He advise<l that the 
lumbermen accept all the conditions demanded by the I. W. W .• 
. aylng Ulflt if they did so everything would run smoothly. I 
was not pre ent, but I know some gentlemen who were. 

One gentleman from California, a lumberman, operating there 
and in the State of Oregon, said to him, "You were a professor 
in a certain college down in southern California at one time, 
were you not?" "Yes." "You were · kicked out because you 
were teaching socialistic ideas. Let rue say to you, go back to 
California and tell your people that we have enough socialism 
an<l anarchy here without you, and tell \Voodrow Wilson that 
we are going to run our institutions without advice from any 
anarchists from southern California." [.Applause.] That is 
the kinu of aid that the administration at that time gave to 
the institutions that were struggling with rampant anarchy 
on I"Jw racific coast in every industry. This bill that I am 
tall.:ing about is now before tl1e Senate. I appeared before the 
Senate committee the other day and opposed that bill, nn<l I 
believe it is going to be amende<l so that the President may 
comman<lecr timber. may commandeer lumber all he wants, 
but he will have to keep his lw.n<ls on: the throttle in the man
agement of these mills. I believe that bill will pass the Senate 
in some such modified form, anu \l"hen it comes here I want 
you to give it Yery careful consideration. 

Gentlemen, I am going to close. I have talked much longer 
than I intenued to. I am in favor of this pending bill, because 
I know tbat this $500,000,000. · an<.I this $2,000.000,000-bond au
thorization, will put enough more money in circulation in this 
country to aid the institutions that must have financial aid or else 
stop their operations or go into the hands of receivers. 'Ve have 
thrown safeguards around this bill in every particular. It 
would take me too long to explain all those things, but I am 
willing to answer any questions I am able to answer, asked by 
any man, whether opposed to the bill or in favor of the bill. I 
am going to support the bill. I want the men who are ap
pointed to handle this money and pluce these loans to be men 
of the highest character, and I believe they will do their duty 
and make these loans where they are most needed, and tl1at they 
will safeguard the intere:-:;ts of Uncle Sam and not loan money 
where it should not be loaned. It is not to be expecte<l that they 
can loan it all perfectly and get it all back. That is beyon<l 
lmman ability in my opinion, because there is not a_ bank in 
this country, no matter how carefully and well managed, \Vith 
the best talent there is in the land, which does not make some 
loans that fail. If this corp-oration makes loans on which they 
may never get back 100 cents for 100 cents I will-not criticize 
them if they are as judicial in their loans as the average great 
banks of the country. Gentlemen, I thank you. [Applause.] 

I yield to the gentleman from Ohio [Mr. LoNGWORTH] 
one hour. 

Mr. LONGWORTH. Mr. Chairman and gentlemen of the 
House, you listened this morning to a yery able. exhaustive, 
and clear explanation of the details of this bill from the chair
man of the· committee, the gentleman from North Carolina [Mr. 
KITCHIN]. I shall not attempt to take up those details. All 
tlwt I could say would be a mere repetition of what he said. 
Neither shall I discuss the question as to whether or not the 
particular object of this bill is to benefit the railroads of the 
country, as alleged by the gentleman from Michigan [l\Ir. Fonn
NEY]. While I believe that something of that sort is inten<leu, 
and while something of that sort should be done, it occurs to 
me that inasmuch as we have limite<l the amount that can be 
directly loaned to any railroad or other corporation to one
sixtll of the entire amount of the capital and bonds to be issued 
that loaning to railroads is more or le s a negligible part of this 
hlll. / 

1\lr. l\I..A.DDEN. If the genpeman will yiel<l, is it not limited 
to 10 per cent of the capital? 

Mr. LONGWORTH. To 16 per cent of the capital and the 
amount 'Of bonds authorized to be issued on that capital. 

What I desire at the outset to discuss in some detail is the 
original bill submitted to us and the effect that the passage of 
tbaf bill might have had upon the country. 

The fashion has been growing of late, particularly when bills of 
major importance are before us, that the sponsors of these bills 
on the floor of this House rest their main grounds for defense of 
their provisions upon the proposition that they were drafted 
in some executive department. Members of committees report
ing these bills advocate and recommend them not because they 
reflect their views but because they reflect the views of some 
one else. Since I have been a :Member of this House I have 
never seen such a flagrant illustration· of this sort of legislation 
as in the case of the railroad bill pa sed last week. Time and 
time again the chairman of the Committee on Interstate Com
merce and other members resisted amendments to C€Jtain sec-

tions of the bill ou the sole ground that they were dra.ftect else
where than in the committee room---'in the office of the Dir ctor 
of Railroads, perhaps, or in the office of the Interstate Com
merce Commission, or in the offices of certain railro:u1 attor
neys who were presumed to know exactly what the n.ilronds 
wanted-and hence we were described as meddlers 'Then we 
sought to disturb the work Qf any of these gentlemen by so 
much as the dotting of an "i" or the crossing of a "t." 

Things have come .to a pi·etty pass, gentlemen, if I~~i :sla
tion in this House, in this Congress, is to be simply a matter 
of Executive order, if committees of this House are to be 
mere legislative machines for registering the will of the ExPc
utiYe. For one, I believ~ the time has come to definitely im
press upon the Executive and upon the country that Wl' pre
pose to do some thinking for ourselves. [Applause.] That we 
propose to scrutinize rigidly the legislative proposals s~nt to us 
from the other en<.I of the AYenue, and to enact them with such 
aduitions, subtractions, and alterations as seem be t to us, 
acting in the capacity impose<l upon -us by the Constitution of 
the United State . [Applause.] In :short, that we prouo~e to 
conduct ourselves as legislatiYe rcpresentatiYes of the .American 
people and not merely as amanuenses of .those holding executive 
office. [Applause.] 

The Committee on 'Vays and lfeans, in recommending this 
bill, do so not upon the plea that some one else ma<le it for u -. 
but because we made it for you. [Applause.] It is true, of 
course, that we present this bill in response to the request fr.om 
the 'Treasury Department for the creation of the finandal ma
chinery thought neces ary, and as we have concluded, after full 
C..iscussion and hearing absolutely ess;ential to the proper 1i.nanc
ing of the war. But we have built the legislative :framework 
of that machinery OUl'selves, we have bung a respectably size<l 
monkey wrench on the safety valve and Vi'e have changed en
gineers; [Laughter.] 

Probably few of you realize-the gentleman from North 
Carolina indicated it to you this morning-but probably tew of 
you realize, who did not study it closely, the ab ·olute t·e,·olu
tionary character of this bill as originally presented to us. It 
gave to William G. l!cAdoo, Secretary of the Treasury, Director 
of the Railways of the United States, chairman of th~ Federnl 
Reserve Boar<.l, nnd holder of several other vastly important 
offices, in aduition to the powers he already possesses, the vower 
to advance or withhold from the banking institutions and the 
industrial corporations of this country credits to the- extent of 
$~.500,000,000. . 

I say t11nt these powers were entrusted to 'Villiam G. McAdoo, 
for while I concede there was to be associated with him l'l. boaru 
of four other gentlemen, yet inasmuch as he ba<l tlle po\\'er 
to appoint them, to dismiss them at will, with the Teto ab
solutely over anything they might uo, they would have been 
about as pitiful a collection of dummies as it is possible to con
ceiYe. Furthermore, the bill gave to him a power perhaps eyen 
more vast and far-reaching, that of licensing or reftu;in~ to 
license the issue of securities in any amount over $100,000 by 
any person, firm, .or corporation in the United: States. EYen 
that was not all. As if the powers specifically granted in the 
act were not enough to make him .the undisputed •!lstee of 
American industry and finance, tucked away rather iae•nspicu
ously in the body of the bill there appeared this proTisoion, en
tire1y unexampled in the legislative history of this country, and 
I commend it to the attention of the constitutional lawyers of 
the House: 

Provided., That the powers specl!lcnlly enumerate<! hereia "hall ue 
deemed in addition to and not in limitation ot nny ilD.Jtli~ll p ow r 
granted in this act. 

Where would have been the limit to the powers that l\Ir. 
1\fcAdoo could have exercised under such a provisioa li.S thnt? 
Do you realize what it would mean to concentrate iUcll pO\Yers 
in the hands of one man? ·Take the first of them oaly, that of 
the extension or the refusal to extend credit to the a10ount of 
$4,500,000,000. It is <lifficult for gentlemen, even those who have 
been dealing in these vast amounts in the last few months, to 
realize what u credit $4,500,000,000 means. Let me :iTe you n 
very few illustrations of the vastnes~ of this sum. I-•s.iiibly you 
are familiar with some of them. It would be equivalent to an 
expenditure at the rate of nearly $4.50 a minute for eTert minute 
that has elapsed up to to-day since the birth of Christ. It would 
be four and one-half times us much as it ever cost this Govern
ment to live in any year hitherto. It would be about equiTalent
and I shall ask my colleague from Nebraska [Mr. SLOAN] to 
correct me if I am wrong, because I beard him cite these fig
ures-to the combined national an<l State debt, together \Tith the 
debts of eyery county, city, village, and township ia the United 
States before the war. That is sub~tantially correct. is it not'l 

1\I.r. SLOA.1~. Add toget11er· the national debt and all Stnte, 
countr, an<l municipal debts. 
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Mr. LONGWORTH. J:t would have financetl. three times over 

the Boer 'War in Africa. It would have financed three· times 
over the total cost of the Crimean 'War. It would have::tinanced 
twice over the total cost of the Russo-Japanese War. It would 
have come within 30--per cent of financing the entire cost df all 
the Tapoleonic wars, which lasted more than 22 years. It 
would have come 'vithin 40 per cent of financing the entire cost 
of the Civil War. And it was ·proposed to grant-to one man, -at 
his own request, the power to manipulate this huge sum as he 
pleased. In addition to this, it was proposetl to give him the 
power to grant or withhol<l "from any 1irm or corporation the 
right to borrow money to the extent of more than $100,000. 
Pan. e, gentlemen, and reflect "for a moment upon what that 
would mean. You will u.ll remember the investigation autllor
izeu hy tllis 'Congre5s some ,years ago of the so-calle<l 'Money 
Trust, during which .the fact was . developed, or it was alleged 
to Jw.ve 'been deYeloped, through cross-examinations of Mr. J. 
Pierpont Margan, of l\.11·. naker, .presi<lent of the 'Fir t National 
Bank of New ·york, and some other master financiers, that 
there existed a coterie of men in this country, consisting of 
themselves and 9 or 10 other individuals arid institutions, with
out whose <:onsent it would ' be difficult, if not practically im
pos.~ible, for any corporation in the United States to i sue se
curities to the extent of .$10,000,000. Gentlemen on this lloor 
orated themselves black in the face . about the danger of ·the 
concentration of such powers within the ·hands of a snmll ·num
ber of individuals. What will you say to concentrating a power 
vastly _greater in the hands of one ambitions man? These i:wo 
powers-that of controlling credit and that of controlling the 
issue of securities-would have made of ·Mr. ·McAdoo the ar
biter of the ·business and the finance of America. No war lord 
in hi :;:; tory, no Czar or Kaiser, ever had. such power as tllis. 
He would have been in position to .lilftke or break .men, to make 
or break corporations. He conld build up or destroy communi
ties. His smile could have made a State blossom as a rose; 
hi ~ frown could haYe made of it an in.dustrial wilderness. 

The mere transmittal to Congress of such a bill is illustrative 
of tile danger eyery day .growing in menace to the institutiorrs 
bequenthed us by our .fathers. 'I mean the continuous Teaching 
out by the Executive ·:for more and ·more power. It is a danger 
not _lightly to be pas ed over. 'It demands the prayerful consid
eration of 'thoughtful legislatars. On about the same day this 
bill made its appearance in ·thls :S:ous-e, and you will all Temem
ber that my geni:il friend from 'North Carolina [l\Ir. 'KITCHIN] 
was not very enthusiastic about it at the time, a bill known as 
the Overman bill made its appearance in the Senate, also pre
pared at the other end of the Avenue, designed to turn over to 
the President the power to remodel onr system of government 
in any way .he -saw fit. I do not think it is nn exaggeration to 
say that if these two bills had passed in the form in which 
it ''"n hoped and intended i:hey should pass, the Congress of 
the United States might just as well have abdicated. Possibly 
we might, . as a matter of ·form, have b.een called together once 
a year to vote a_pprQpriations of forty or fifty billion of dollars 
to the Executive, but beyond that .we would not 'have had ·any 
excuse for existence. f it were contemplated to found a 
<Jynusty in .this country, no more effective steJJS could have been 
taken to that end than QY the _passage of these two bills as orig
inalJy drawn. No one contends that the '.Executive should not 
ha"£e extraordinary powers in -ume of war. No loyal man in 
Congress will refuse to grant to the 'President m· to his -subordi
nate , withln or without the family circle, till 'the money ·neces
·sary to the prosecution of the war to the limit, but thoughtful 
men must -realiz~ that second only -to defeat is the danger that 
when this war is over it may be found difficult, if not impossible, 
to re tore the Government to its ordinary status in time of 
]Jeace, with all of its checks and ·balances in full forte and effect 
neces ary to the Government of Q >free J)eople. 

Congress owes it to :itself, we owe it ·to the-people who-sent us 
here, to ee to it -that our .grant i:o the !Executive of money and 
power, •while generous even to "the ]JOint of bringing EXecutive 
domination during the war, ·must .not be pet·mitted to 'lead to 
Ex~cutive usurpation aftet· i:be war. [:Applause.] 

The Committee on Ways and Means has been fully ·alive to 
the grave dangers of this bill, as I hope the committee which 
will have charge of the Overman bill will be alive to ·its dangers. 
We have consulted together, as the chairman said this morning, 

··for days and days; we have considered ifuis bill section by se<!
tion, line by line, and word QY word. We have hacked it -and 
_pruned it and remodeled it, until now all of us ·feel that while 
we have given to the Treasury tDepartment anil .to the Secre
tary all the maChinery necessary ·to the ;proper .financing ,of 
the wax, the f.eatm·es dangerous to the perpetuation oi Ame'lTican 
institutions have been ,eliminated. [Applause~] . 

I will not undertake to discuss the ·present' bill, ,exceptms to' 
four or five cardinal points. In the first place, we have pro-

vided for two committees instead of one, and have divided their 
responsibilities. We have taken from the Secretary of the 
Treasury the power to aJ;>point either· of those committees. We 
have limited the amount that can be advanced. We have taken 
away the absolute power to license or refuse to license the sell
ing of securities and, except in a case where it may be necessary 
for the development of a fixed line of policy, we have taken 
away the veto _power from'i:he Secretary of the Treasury. Now, 
all of this, gentlemen, has been accomplished without a word 
of ·politics, without a suggestion of partisanshl_p, without a 
division based in any instance upon party lines. This complete 
-absence of _partisanship, and. that has been characteristic of 
-the deliberations of the Ways and Means Committee since a 
state of war was tleclared, is particularly noteworthy, because 
it is the first time in this country that the Ways and Means 
Committee 'has not divided on partisan lines. 

Scarcely ever before ·has any measure of major importance 
come from that committee except where a partisan division has 
taken place. Indeed, most of the great finance and revenue bills 
have for years been framed by the .majority without consulta· 
tion even 'vith th.e minority. Take the Payne bill, -for instance. 
When ·-we 'framed it not a Democrat was permitted anywhere 
near the committee room, and the Democratic Party returned 
the compliment in not permitting us access to the committee 
room when the Underwood bill was being framed. ~ut in 
this emergency, 'from the beginning until now, and the cllair
rnu.n will bear me out, there has not been in subcommittee or 
in "full committee one 'Single division based on party lines. (Ap
plause.] Republicans have ·voted not as Republicans; "Demo
crats have voted not as "Democrats; they have voted only as 
Americans. [Applause.] That same forgetfulness of J)artisan
ship bas been characteristic of the actions and deliberations of 
this House upon nll war measures. 

.Let me recall to you ·the eloqQent valeilictory of our honored 
Speaker on the cloSing day of the last session, when he -said: 

I think every M mber of this House has ·contributed all that v.as 
in him to the support of the Government of the United -states in this 
grea.t · emergency. So far .as I have been ·able to observe, ·a:nd I have 
observed very closely, partisan politics have been temporarily banished 
from this House. I think every ..man has given the utmost -pa triotlsm 
to the -servh:e here. 

.And over in the Senate the distinguished Senator •from l\lis
sissippi, .formerly the leader uf his party in ·thls House, and 
perhaps the leading -sp6kesman to-day of the administration, 
said this: 

. Are ~c not all trying to .do our very best? is there a Senator on 
either Hle of the Chamber who is not behind the American people in 
this war, except :u few fool pacifist-s that have now·pretty:nearly ·passed 
out of poli,tical existencE-? 

But since the question of this -fact has been ruise<l 'On this 
·floor and •elrewhere, I 'intend to very briefly recapitulate the 
legislative action of the Republican Party upon all war measn~es 
passed at this and the last session of Congress. ·Summe<l "'1111 in 
a. ··entence, gentlemen, 'Since the dny war was declared, nnfl 
ev~n before -that, when it had 'to do with any question of "tJre
pare~ness for the national defense, the Republican ·I"'nrty, when
ever ealled upon in the interest of the efficient pro ecution of 
the war, :has stood behind the .President of the United £tate.s 
with practical unanimity. [Applause.] 

Fmthermore, its support of :the administration's war program 
has in every case been at least as effective, an<l in , orne cases 
it has furnished ·fl larger proportion of supporteTs -tba.u the 
President's own _pru:ty. There was one measure, :for instance, 
which for far-reaching importance stm1<1s out ul>ove all othe1· 
enacted ·in the ·last J~ession of CoD.g'ress, _the ..mea-sln.'e n ked for 
and urged by the P~·esident ·as ·absolutely essential .to om· 
effective participution in "the war; I mean the selective-draft 
law. Had it not been for the fact that the .J1epublican :Party 
gave ' to the ~President in th:at crisis e~en mm:e effective support 
than did his own party, ·that measure might never .haYe been 
enacted into law, and · our position to-tlny, ·in nll probability, 
would have beeu 'little less than a na-tional .humiliation. The 
committee in .chr.rrge of the bill .could aat muster tile Yotes nec
essn ry among the majority to ..repor:t it to tile .:House, · and when 
a leader wns -sought to .pilot it through ·the P.r:e ident c-ould 
find no member of his party willing to assume chnrge, and .he 
was forced to apply to a member of the Republican Party, '.the 
Eon. Jm..rustKA.HN, of California [applause], to direct the _pas
sage of.the •bill through the Rouse. How well he leu it is illus
trated by the'.fact that while.at .tlle outset, .as you will remember. 
it was -freely predictetl that rthe -selective-draft .measure would 
fail, yet ·on its ~final · passage it :t;eceived 313 votes _for .and 1109 
against it. Of the· affirmative .votes, Tiepuhlicans contributed 
J..69 and !Democrats '1.44. tro .. the opposition Republicans .Iur
ni.Sh-etl ·42 votes .and ~emocrats 67, o that ,the plurality of ,Re
pui:Hiean wotes ~for rth€ -selective-draft aet.was 127 and of ..Demo
crats but 77. In other words, 25 more Republicans than Demo-
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crats voted to support the President and 25 more Democrats 
than Republicans joined the opposition to the President. 

I have given these figures not in criticism of gentlemen, 
Democrats or Republicans, for voting against the selective 
draft, but in answer only to the charge or the suggestion that 
Republicans have not at all times supported the President of 
the United States in the efficient prosecution of the war. The 
fact is that in every measure recommended by this administra
tion for the arming of the Nation and for the filling of its 
Treasury we ha'e given to the President more effective sup
port than has his own party, and that had be been compelled 
to rely upon his party only, if we had assumed an attitude of 
opposition, this Government would be to-day without the means 
and the men necessary to make our participation in the war 
anything more than a farce. 

From the beginning we have scrupulously avoided seeking 
any partisan advantage. We have sought to keep politics out 
of any discussion, and .we have succeeded in so far as we ha'e 
been concerned, but not, unfortunately, in so far as some mem
bers of the opposite party ha'e been concerned. -

Were it not for · the fact that our actions and motives have 
been called in question on the floors of both Houses of Congress 
and elsewhere I would not have alluded to the matter that I 
am going to speak of now, and I do so not with any intent 
to criticize the majority or of any Member of it, but only in 
justice to this side of the House. Since we entered the war 
gentlemen, nine Members of this House have voluntarily left 
Congress. Of these, five were Democrats and four Republicans. 
The resignations of the five Democratic Members were avowedly 
for one purpose, and one purpose only, and that was for the 
betterment of their financial condition. 

l\fr. Adamson is now drawing a salary much larger than he 
received here, in a life position. Mr. Fitzgerald is, we are all 
delighted to hear, now enjoying a most lucrative lnw prac
tice. Messrs. Bruckner, Griffin, and Hulbert are holding ex
tremely profitable offices under the Tammany administration 
of the city of New York. For this assuredly I do not blame 
them. They thought it advisable and necessary to make ade
quate financial provision for the future, and from that point 
of view they are entirely right. There has not been in my time 
in Congress a man who h~s so well, by his distingui~hed serv
ices to his country, earned an assured financial independence 
that he could never have attained here as has our old friend 
Fitzgerald. [Applause.] 

The reasons for the withdrawal of these gentlemen from 
Congress were highly laudable, but it can hardly be said that 
in their present sphere of action they are con~ributing in any 
great degree to the winning of the war. 

Upon this side four men have left Congress. Theirs was a 
different purpose, but will you say that it was one less laudable? 
All four of them left to enter the military s~:rvice of the United 
States. They were Gardner, LAGUARDIA, HEINTZ, and JoHNSON 
of South D akota. [Applau e.] LAGUA.BDIA is now abroad. 
HEINTZ is in camp at Montgomery, Ala., hoping soon to go to 
France. JoHNSO:-l is a privnte soldier in a near-by encampment. 
Gardner has "gone west." A colonel, he was demoted to the 
rank of major at his own request, hoping thereby to get sooner 
to the trenches. He died a victim to his ambition to render 
fighting ser,ice to this country. [Applause.] 

The experience of those who are left has, from a financial 
standpoint, been obviously unfortunate. Take the situation of 
my colleague, Capt. HEINTz, for instance, and I speak with 
knowled 17e of the situation. None too abundantly gifted with 
the world's goods, his law practice has gone to pieces. He draws 
no salary either from the legislative or military branch of the 
Governnient. Although his name is carried on the roll of this 
House, although he would have the right to vote if he were here 
to-day, although his office is maintained in the House Office 

, Building, and the routine business of his district is being trans
acted, he -is not permitted to draw one cent of his salary for 
clerk hire. Comparisons are always odious, but on the facts as 
I have stated them, and as you know them, do you not think 
that we are ju tified in resenting the accusation that Republi
cans in this House have at any time put politics above patriot
ism? 

Mr. POU. Nobody has made it. · 
Mr. LONGWORTH. On the contrary 1t has been made, and I 

am about to.come to just that point. A Member of another body 
not long ago made a speech, filled with abuse of the RepubHcan 
Party and of some of its leaders) and I had hoped that that sort 
of thing would have stopped there. But more recently unfortu
nately a Member of this House brought in politics for the first 
time since the war began, and since the time be did so· he has 
been elevated to the position of leader of the campaign for the 
reelection of gentlemen upon that side o! the aisle. About two 

or three weeks ago the gentleman from Oklahoma [:Mr. -FERRIS] 
had published in the RECORD-and you all heard the debate nbout 
it-with his announced approval of its sentiments, ·an editorial 
written by one 1\Iartin H. Glynn, sometime governor of the State 
of New York, and more recently the chairman of the last Demo
cratic national convention-permanent or temporary, I have for
gotten which. Since that time I have seen this editorial pub
lished as a paid advertisement in a Wa hington newspaper, 
coming from what source I do not know. This euitorial is com
poun_ded in about equ~ proportions of venom and falsehood, 
aad It would not be worthy of notice, except for the statement 
that the criticism of some of the war policies of this administra
tion made by various persons in the last few months is, and I 
quote, " A well-laid plan, nicely trained and strategically timed. 
Its purpose, no matter how secretive its sponsors, how insinuat
ing its methods, how seductive its arguments, is to give the 
Republican Party a majority in the next House of Representa
tives and pave the way for a Republican President in 1920." 

The gentleman from North Carolina [1\Ir. Pou] must admit 
that that is a criticism of our patriotism here, as Members of 
this body. 

Mr. POU. Mr. Chairman, when I inadvertently stated a while 
ago that nobody had made the charge I meant that so far as I 
recollected no gentleman on this side of the Chamber has im
pugned the patriotism of any other gentleman on that side, and 
I think I am safe in saying that is so. I was not speaking of 
any quotation from any outsider. 

Mr. LONG\VORTH. Ah, but that is not a quotatiotr from an 
outsider; it was brought in. by a responsible leader on that side 
with the definite statement that he approved and indorsed it. ' 

Mr. MADDEN. And reintroduced when his attention was 
called to it. 

.Mr. LO~GWORTH. Reintroduced; and he bad it rend hf!re 
in hiR time, taking 20 minutes to have it read, so as to more 
fully impress it upon the 1\Iembers of the House and upon the 
galleries. 

l\Ir. MOORE of Pennsylvania. And he admitted that it wns 
partisan. 

Mr. LONGWORTH. He admitted that it was partisan, and 
that he himself indorsed it, and -since that time he has been 
made chairman of your campaign committee. I acquit e'ery 
one whom I see before me of any such statement as that. I 
am only pointing out that we on this side have the right to 
resent the introduction here by a leading man on that side of 
that sort of stuff. · 

Now, in the first place, the crass ~illiness of such a propo~ition 
is evident from the fact that the most vigorou critici m of the 
war policy of this administration has come, not from Republicans 
at all, but from rock-ribbed militant Democrats like Senator 
CHAMBERLAIN and Senator HITCHCOCK, Henry Watterson and 
Desha Breckinridge, who demand the instant removal of Secre
tary Baker, all of whom have been more outspoken in their 
criticisms than any member of my party. Do you suppose that 
any of these men are animated by a desire to elect a Republican 
House of Representatives? Why, it would be easier for a 
camel to traverse the eye of a needle than for any Republican 
to get t)le 'ote of any one of them for any office. I make the 
positive assertion that any criticism of the war policy of this 
administration, so far as my party is concerned, any suggestion 
of weakness or inefficiency in the conduct of the war voiced by 
any one uf us from the beginning until now, has been made with 
one object, and one object only, the speeding up of the war. 
[Applause.] 

There is only one issue in America to-day, my friends. It is 
the winning of the war and the winning of it speedily. To it all 
elfish considerations, all questions of partisan advantage, must 

bow. You of the majority party have control of the fighting 
machinery and the purse strings of t11e Nation. How can we 
of the minority best help you to make the men, the arms, and 
the money count. That is the only thing that concerns us. 
Can we best help by blindly following your leaders in every 
case, or can we best help by backing you to the limit when you 
are'"going in the right direction, but offering advice, suggestion, 
and criticism when you . ar2 going in the wrong direction or 
in no direction at all? That is the only problem we have, and 
I think there is but one answer. I hold that it is not only the 
privilege but the patriotic duty of Republicans iR this hour, 
while backing the administration vigorously when it is right, 
to criticize it fearlessly when it is wrong. [Applause.] May I 
not, gentlemen, on this point quote from an article written by 
one of the best known men in America, probably one of the 
two .or three leading Democrats in this Nation outside of public 
office? Mr. Henry 'Vatterson, "Marse Henry," the ..-eteran edi
tor of the Courier-Jow·nal, wrote an article which appeared in 
the Washington Post the other day. I will only ,uote 'ery 

<> 
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briefly from if. In speaking of what he called the "helter

. skelter, ragtime press," meaning those papers whlch act as he 
describes . . them as " special pleaders for presidential policies," 
lle said: 

Here is a typical expression of the newspapers which having no opin
ions would denY. them to alL others. I find it in the Tennel:lseean, of 
Nashv1lle, and it reads as follows: 

" Moses led the children o! Israel ~0 years in the wilderness because 
the Israelites had faith in Moses. When that faith waned !or a 
moment Moses lost control o! the Israelites. When faith was restored 
the people followed their leader. When their faith waned, calamity 
befell them. When they l.lelieved their leader, God smiled upon them, 
and they were cared for in that their every wish was granted. So must 
the American people place their faith in the Moses who is leading them 
out of the wilderness. Delieve that Woodrow Wilson is our leader 
and that he knows the road to the promised land. Follow him with 
the faith of a child. Do his bidding m all things, and ours will be the 
yictory." 

Of these sentiments Col. ·watterson said: 
This is something worse than hero worship. It is fetish worshlp. 

After it servility could go no further. Fatuous, blind folly could offer 
no counsel more unpatriotic and unworthy. The writer forgets the free 
inst,itutions of his counb·y and proposes in lieu of them a. cartel to 
Mexlcanize the Government and Diazify the President. Except that 
the words have many echoes and appear to be a part of a cult organized, 
engineered, and dominated from Washington, they would not be im
portant. 

I do not believe there is a man in either House of Congress 
who in his heart o~ hearts will not admit the justice of Col. 
Watterson·.- characterization of that kind of flap doodle. If 
this is one of the many instances that continually crop out of 
little men trying to curry favor with a great . one, then it is a 
matter of no importance at all; but if it is part of an organized 
cult to engineer and disseminate ne"Ws from Washington, then 
it is " a mighty serious thing. If there is here in w·ashington a 
publicity organization the purpose of whlch is to disseminate 
half h·uths, to tell only one side of the story, to exaggerate our 
. ·ucces es and depreci~te our failures, so that the people may be 
lulled into a false sense of security, then we have a source of 
real danger to the Republic. This is no time for half truth~. my 
fellow countrymen. This is no time for concealment of the 
facts. If there ever was a time for pitiless publicity it is now. 
[Applause.] Whether it h.elps or hurts parties or individuals or 
pre idential ambitions, the closed season for the truth ought to 
be declared off. Tills is not the President's war. It is not the 
war of the Democratic Party or any other party. It is the war 
of the American people. [Applause.] We stand by the Presi
dent not as an individual, not as a party leader, but because he, 
for the time being, repre ents the American people. Our loyalty 
is pledged not a person but to the country and the cause. True 
patriotism in times like these should be evidenced not in mere 
empty professions of loyalty but in making that loyalty count 
in the actual winning of the war. [Applause.] Can that be best 
done by an attitude of fawning servility to those in the seats of 
the mighty or by constructive criticism of our shortcomings 
:mel suggestions of improvement? That is the question~ and 
there ought to be but one answer. If the President in his mag
nificent isolation n·om the common people, an isolation among 
rulers comparable only to that of the Mikados of ancient Japan, 
is to be immune fi·om criticism of his acts and the acts of his 
subordinates, then we must fight this war as no other war in 
history was ever successfully fought. 

Criticism more bitter by far than that ever directed by any
one at thls administration has been leveled at the responsible 
heads of other nations since the beginning of the war. Read 
the debates in the House of Commons and in the Chamber of 
Deputies and you will see what has been said here in criticism 
of this administration in comparison with what is being said 
there of their Governments is mild as the cooing of a dove. In 
England the personnel of the cabinet and the heads of the 
army and the navy have been changed time after time. In France 
seven ministries have fallen, and yet every change has brought 
an increased efficiency and power to the arms of the allies. 
Let us thank God for that. Were England's navy of less over
Whelming power ; were the armies of England and France on 
the west front less strong and efficient than they have become 
ns the direct result of the criticism of weakness and inefficiency, 
it is not pleasant to thlnk of the predicament .in which we 
would find ourselves to-day. 

At home criticism has not been partisan. It has come from 
members of both parties alike. The demand for investigation 
of certain executive departments has not been partisan. Upon 
.the whole the result has been most salutary. Many improve
ments have been made, some grudgingly it is true, but all con
tributory to our fighting efficiency and strength. It has brought 
about the abolition of a good deal of red tape; it has done 
something toward a better coordination of overlapping powers, 
and it has in several instances resulted in the removal of incom
petents and· n substitution of strong and efficient men. Theso 
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things have not come merely through the process of evolution . 
They are the direct result of criticism of weakness and ineffi· 
ciency, and in their revealment through congressional investi
gation brought about, in most cases, by our insistence for 
light. 

Will anybody say that we have been less patriotic than he 
who says, "I blind my eyes; I stop my ears; I have no opin· 
ions; I am abject; let Moses do it" ? [Laughter.] In all that 
I have said, all that I shall say, I utter not a word of criticism 
of the general course of the Democratic Party in this House. 
I would be criticizing myself if I did, because your course on 
all war measures has been my course. I do not intend to offer 
any criticism to-qay of the executive branch of the Govern
ment as administered by your party, but I msist that I not 
only haYe a right but that it is my duty as an American citizen 
to offer such criticism if it is intended or calculated to speed. 
up the winning of the war. [Applause.]. 

I might most respectfully suggest, as my party has sug
gested, tl1at much of the inefficiency and failure of the War De
partment to produce definite results is due to its various board.:; 
and committees, some with more and some with less autlwrity, 
with conflicting power and jurisdiction and consequent chaos 
of administration, and that efficiency and order could best be 
had by the creation of a department of munitions and the co
ordination of all these overlapping functions under one head. 

I have yet to hear a valid argument against it. Every argu
ment for governmental inefficiency, conscious and unconscious, 
is in its favor. I doubt if you could sum up better in one 
sentence a more conclusive argument in favor of a munitions 
department than this. I quote: 

I ha>e a great respect for boards and commissions in peace times. 
I think they are very desirable. In war times I do not know of any
thing that is less desi:;:oable • 

Those are not my words, gentlemen, they appear in the hear
ings on thls bill before the Ways and Means Committee. They 
are the words of Mr. McAdoo, Secretary of the Treasury. They 
might just as well, they might better have been, the words of 
Mr. Secretary Baker. But it all depends, even in times like 
this, whose ox is gored. This administration declines to accept 
directly our suggestions with regard to the creation of a de
partment of munitions or other reforms in the general conduct 
of the war. They counter with the suggestion that some of these 
changes will probably be made if only we will give the Presi
dent authority to remodel all departments. They are not satis· 
fied with anything less than the Overman bill. · 

I repeat that this incessant reachlng out for legislative func
tions on the part of the Executive, this inordinate greed of 
autocratic power, is a menace to the very foundations of our 
system of Government. We on this side of the aisle do not be
lieve in it, and I nm mighty sure that the great majority on 
that side of the aisle do not believe in it either. 

We have played the game square with you since this erner· 
gency began, and we mean to keep oil playing it square, that 
this war may end in honor and justice to the United States. 
[Applause.] You may make it a little harder for us by calling 
us names and impugning our motives, but you can not prevent 
us from supporting you to the limit on every measure designed 
to win the war. We believe that there are men in our pa-rty 
who could help to ~in if you gave them positions on the regular 
team instead of keeping them on the side lines. We think yeu 
would do better if you played the game the way our allies play 
it, where the question is not, Whom did you vote for in tbe last 
election? but, Are you fit to render service to your country in 
this time of need? [Applause.] It is not the question of whether 
a man calls himself a Democrat or ::t Republican that ought to 
count to-day. 

The CHAIRMAl~. The time of the gentleman from Ohio has 
expired. · 

lllr. LONGWORTH. Mr. Chairman, may I lm ve three minutes 
more? 

1\Ir. MOORE of Pennsylvania. l\1r. Chairman, I yield three 
:r;ninutes more to the gentleman. 
. Mr. LONGWORTH. It is not whether a man calls himself a 
Republican or a Democrat that ought to count, it is whether 
he is true blue American from his hide to the marrow of his 
bones. The true test of loyalty in these days lies not in mere 
empty protestations of. devotion to the administration. It de
pends on whether with his body or his brains he is contributing 
something to the cause. Let us on both sides of this Chamber 
stand together on every measure which will help to win the w·ar. 
Let us not play politics, let us not accuse each other of playing 
politics. It is a matter of mighty little importance "'Whether the 
Democratic Party or the Republican Party shall control the next 
House of Representatives, except only in so far as that control 
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may help or hinder the speedy winning ·CJf the war. [Applftuse.] 
If the next House shall be Republiean, it will n"Ot be because we 
have played politics. It will be beeause the Ameriean people be
lieve that the R epublican P:11·ty is of all parties the best fitted to 
legislate to bTi:Jg about efficiency, speed, and power in the con
duct of the war and in tl'J.e solution of the tremendous problems 
that lie before us in the period of reconstruction. 
· Just one more word, and I am through. These are days when 
the wisdom and truth of the sayihg of a great American states
man are especially .apparent : " He serves his party best who 
serves his country best." IProlonged applause.] 

l\1r. RA.INEY. Mr. Chairman, I yield to the gentleman ft·om 
Tennes ee [Mr. HULL] such time as he may desire. 

1\fr. HUL.L of Tennessee. Mr. Chairman, the speech -of my 
distingui bed friend from Ohio [Mr. LoNGWO:R'I'H] is but anoth-er 
evidence of the entire absence of partisanship in this House 
during the present war ( ?) . I say that, provided you accept 
certain statements made by the gentleman protesting any dis
position to inject politics into the affairs of Congress at this 
time. 1\fy view has been that each individual and each political 
party during periods of war should be permitted to raise 
politi<:al questions whenever he or they may see :fit. They 
lose ruther than gain by it. The country will judge individ
uals and parties .and nppraise their services by what they 
do in support of the war rather than by what they say Qf a 
political character while the war is pending. FoT my part, 

, I ha>e no disposition-! am really unable to warm up to any 
L.'ind of a political speech during this serious and critical stage 
through which our eountry is passing. I feel, therefore, some
what of a sympathy for any gentleman who c:m either get up 
and undertake to inject politics into our affairs-that is, for 
politics' sake--or who can find -enthusiasm-with which to ap
pJau<l such utterances. This is especially true, 1\Ir. Chairman, 
while we have under consideration one of the most important 
bills, one of the most far-reaching war measures that has been 
before Congress during the present war. 

I had hoped that my distinguished friend from Ohio [Mr. 
LoNGWORTH] would give the House the benefit of some .of the 
splendid financial wisdom and the large storehouse of economic 
information which I know he possesses, and I remained on the 
floor yery intensely listening, -expecting to have the benefit rot 
that kind -of an a.ddress. I know that not -only myself but 
the House was disappointed when we failed to bear the views 
of the gentleman with respect to the many extremely important 
provisions in this bill. 

1\!r. Chail·man, the problems with which this bill deals are 
closely related to and intimately associated with the great gen- , 
eral problem of financing the war. The G-overnment must 
provide in the soundest .and most practical way for its . daily 
eost. At the outset I desire to call attention to two important 
facts which relate to this bill. One is the general agreement 
among finiDlders and business men that the relief which this 
measure contemplat-es is both urgent and necessary. Th~ other 
is that those who have witbheld whole-hearted approval of the 
bill have failed to offer an adequate .substitute remedy. The 
cond.itions which urgently eall for tinanelal relief by this <Or 
some similar special method are not common to this country 
alone. Similar emergency conditions have arisen and been oealt 
with under different plans in each of the important commercial 
countries at war. 

It therefore becomes imperative, Mr. Chairman, that a new 
and additional method-an unusual kind of Government (}()Opera
tion-should be devised to meet new and extraordinary eon
ditions in this country resulting from the war. We should no 
more consider this method of rendering financial aid in time of 
peace, however, than we should refuse to consider it or some 
similar plan to meet unavoidable busin-ess necessities in time of 
Will'. There is no plainer proposition than that the financial 
resources of the country must be conserved and mobilized to 
the end that the entire financial })ower of the Nation shall be 
centralized behind the war. This embraces the conservation 
and mobilization of labor and all kinds of supplies, as well as 
:money and credit. These are only secondary to the mobiliza
tion .of the Army. Money is only the agency for securing these 
n~c sary supplies, both by paying labor to produce them and 
paying for them after they are produced. It is of interest to 
note that in all important countries at war both money and 
credit have been placed p1.·actieally at the disposal of the Gov
ernment. A similar course is imperative in this country in 
the interest of the prompt, vigorous, and comprehensive pro e
cntion of the war. The effect of this preemption of money 
and credit by the Government will naturally be to depri:ve eyen 
that portion of our financial and industrial eoncerns whose 
continued and successful operation is likewise necessary for the 
conduct of the war, or is in the national interest, of a substan-

tial amount of financial aid which they must have. Who, then, 
can and should see that they get necessary relief? 

·1\Ir. Chairman, it is well known that in time of war the activi
t~es and demands of businesses which contribute to its prosecu
tion are greatly increased. The practical doubling ·of prices 
of commodities correspondingly increases their :financial re
quirements.. During normal times we have always done an im
mense credit business in this eountry. BusineSs, however, has 
been able thus far to supply its financial needs from the public 
and from -existing banking channels. 

The Feder_al reserve banks, the national bmiks, the State 
banks, private banks, .and the trust companies, together with the 
public. have at all times been ready and able to furnish ample 
credit for all busine ·s needs. The supJ)ly CJf money and credit 
heretofore available for investment, however, • has now been 
channeled to a measurable extent-and must be more so us the 
war continues-toward the United States Treasury tillouglt 
the agency of either taxes or bonds. 'While the bank~ will nat
urally undertake to assist their reoo-ular customers as hereto
fore, and the Federal Reserve System will in turn endea ~or to 
accommodate the banks in these undertakings, it is enfuely nv
parent that increased business activities will require additional 
credit not -now available, and furthermore it is evident that even 
this character and amount of regular banking aid will not be 
sufficiently available to certain businesses and classes of business, 
the continued operation of which is e>sential, directly or indi
'L·ectly, to the successful prosecution of the war-indirectly, or in 
the national interest. in tbe case of savings banks, for example, 
and directly in the case of wat· industrial concerns. Under exist
ing law many of these busin-esses are denied financial aid through 
our Federal Reserve System, because Federal reserve banks ·are 
not allowed to redi...~ount :paper, the proceeds of which have 
been used, or are to be used, for permanent or fixed investments 
of any kind, nor can they rediscount paper having a maturity of 
more than 90 days in most instan<:es. 

Mr. Chairman, these business concerns, as a rule, possess the 
most satisfactory securities for collateral, but the prohibitions 
just stated oblige them to turn to the public or to the other banks. 
which latter are now unabl-e to furnish the necessary .aid and at 
the same time retain liquid assets sufficient for their own sound
ness and stability; hence they must themselves turn to the Gov
ernment or to some agency created by the Government for relief. 
Railroads, including all pnblic utilities, indiViduals needing 
<Credit on long-term paper to buy war bonds, war industries 
which manufacture or produce .supplies immediately required for 
w.ar purposes, banks which have already furnished aid t.o_ these 
classes of business and industry to such an extent that they 
either require aid in turn or aid to enable them to continue thus 
to rend-er .financial assistance in their respective localities, pre
sent a new situation of credit requirement which must be pro
vided for by some additional and unusual method. The situa
tion and attitude of the Government, us I have described, is 
sucb that the duty <>f providing this new and independent source 
of credit by the best means possible devolves upon it, just us it 
has fallen on other Governments.. 

1\Ir. Chairman, the Treasury worked out the method deemed 
most desirable and practicable and embodied it in a draft of a 
bill which was sent to the chairmen of the appropriate eom
mittees of th-e respective Houses of Congress and by them in
troduced. That bill is now pending in modified form. It has 
been properly subjected to close scrutiny, both in and out of 
Congress. Bo-th its plan and its purpose have received more or 
les3 criticism, some constructi-.e and some destructive. The chief 
objection offered has related to inflation and to the possibly in
jurjous effects the operation of the proposed corporation might 
have on our Federal Rese1·ve System. Some critics appear to 
underestimate the necessity for the creation -of this or a similar 
temporary nnd supplemental method· of wm· financing. It is 
purely supplemental to ~ur existing methods and facilities for 
supplying money and credit. In reply to the crij:icisms and ob
jections offered, we do have the satisfaction of knowing that the 
method proposed by this bill is sounder, better, and more prac
ticable than any similar method adopted for a like purpose by 
any of the other important countries at war. 

lt is proposed temporarily to weld, as it were, tlli.s metbod 
on our present national machinery of :finance, with the purpose 
that it shall cooperate and articulate with existing fina.ne ial 
agencies. Let us look at the principal objections offered ngainst 
it, which are inflation and po sible injury to the utisfactory 
operation of the Federal Reserve Ssstem-the fear that Fe<1-
eral reserve banks may become overstocked and " locked up " 
with so~called " dead securities;'' and thn t their notes might 
fnll into disfavor. . · 

As to .inflation, it m:zy be said that .in1l.ation would also mise 
if the financial aid necessary should be rendered by our regular 
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hanklng agencies. This wonltl be umrvoi<lnble in . either event. 
As to fear of injm·y to the Federal Reserve System by allowing, 
under certain restrictions, rediscount and note-issue privileges 
to the bonds of the corporation, it may be said that this fear did 
not seriously arise when it was proposed to give similar privi
leges to our nearly $6,000,000,000 of war bonds, nor has such 
fear seriously arisen since they have been floated. The Federal 
Re erve System has been so carefully administered that only 
about $300,000,000 of thts total i<ssue has been allowed to come 
into the Federal reserve banks as collateral for advances for 
loans. The bonds of the corporution are not to be the direct 
basis of note issues. But, just as in the case of liberty-bond 
transactions, member banks could, under this bill, rediscount at 
Federal 1·eserve banks their 15-day notes secured by short-term 
bond of the corporation, or the 90-day notes of their customers 
secured by such bonds. In other words, reserve banks can not 
buy them and issue notes against them as they would against 
bonds bearing the circulation privilege. Of course the reserve 
bank system will safely control the . \Olume of discounts and 
note issues as they now do. They now have a 67 per cent gold 
cover for outstanding note issues. 

Mr. Chairman, the successful flotation of the bonds of the 
corporation are virtually as necessary as . the flotation of our 
war bonds, for the reason that the Government would otherwise 
be obliged to render financial aid, such as this bill proposes, out 
of the proceeds of war bonds. 1Vith the. restrictions prescribed 
)Jy this bill and others which the Federal Resene Board is au
thorized to prescribe, I am unable to see any reason for fear 
that the Federal reserve organization, under its continued care
ful and safe administration, would suffer material injury from 
the operation of this corporation. This is especi.Rlly true when 
we reflect that the general underlying theory of this bill is that 
no business or financial concern may invoke the aid of the cor
poration so long as it may be able to procure such aid from the 
1mblic or regular banking sources on practicable terms. I am 
sure the a!fairs of the corporation will be administered in this 
s~rit _ 

:Mr. Chairman, it is true that the great desire of all banks 
<luring the war crisis ls to keep their assets as liquid as possible. 
At . each stockholders• meeting in England, France, and other 
countries the officials have pointed with pride to the manner in 
which they have during the year past maintained a sufficient 
level of assets that were liquid. All banks in this country feel 
the same way. They naturally desire to lend all financial aid 
possible through the handling of liquid assets, and such addi
tional but limited aid as they may feel justified in offering upon 
long term and . other paper which is good and solvent. The 
owners of lnrge portions of the billions of long-term paper out
standing in this country nre wholly unable, under existing con
ditions, to secure the necessary amount of credit on it either 
for the most urgent war business needs or for the purpose of in
vesting in liberty bonds. The new method of finance proposed in 
this bill is intended, among other things, to give recognition to 
this class of paper to ·such an extent as may be deemeu feasible 
and necessary. · 

The question of in1lation of credits interposed against this 
bill is one of ne"Ver-ending discussion and difference of opinion. 
Few people agree on the question as to when legitimate t>:xpan
sion ceases and injnrious inflation begins. Still fewer people 
agree as to each of the causes and effects of in.flation. · With
out stopping to enter into this ceaseless contro"Versy, I mny say 
that it is impossible for any country to finance a war such ns the 
present one without more or less inflation. The evils of this 
necessary amount of inflation have ln the past proven of les! 
consequence and less insurmountable than the still greater 
evils that woulu otherwise have resulted. It has · been made 
plain, if it was not already plain when we entered the war, 
that it could not be financed from taxation alone, wh.ich would 
have prevented in.flation, nor from the added help of borrowin~ 
to the extent of the amount of savings and money available for 
investment, which also would ha"Ve prevented hurtful infla
tion. It is claimed that legitimate borrowing would require the · 
amount loaned to the Government to be matched by an equal 
amount of spending power relinquished by the people, and that 
to go beyond this means inflation. It therefore follows that 
inflation can be checked or prevented by savings on the part o! 
the people and by restricting nonessential industries. 

Mr. Chairman, the emasculation of the capital issues provi
sion in this bill which would restrict nonessential industries is 
in this connection greatly to be deplored. I think it would be 
possible to finance the war on taxes and legitimate borrowing 
if the people could be induced to readjust their habits and in
dustry speedily enough to conform to the great preparations for 
war which must immediately be made. Our annual savings 
should amount to $12,000,000,000 or $15,000,000,000. To the 

extent that our economic conuitions nr-e not so adjusted to war 
requirements the inflation complained of will probably arise in . 
some form. 

Credit, not cmTenc3·, inflation threatens us most. While our 
stock of money on March 1, 1918, was $1,205,000,000 in excess of 
the stock on hand March 1, 1917, it must be noted that the in
crease of money in actual circulation was only $508,000,000. 
Both the $500,000,000 of gold tm·ned in for Federal reserve notes 
and the notes themselves are embraced in the figures for 1D18. 
This in a sense is duplication. It is said that to avoid inflation 
of currency, it can only be issued against gold or CQmmodities; 
to issue it against nonproductive property, or commodities im
mediately destroyed or consumed would be inflation of currency. 
The needs of business an<l not the needs of the Treasury £houl<l 
always determine the amount of currency issued. While we 
point to the horrible condition of inflation in Europe as a situa
tion entirely to be a\oided at home, the fact should n9t be over
looked that they have banking credit inflation over there in 
connection with the purchase of Go"Vernment bonds, while in 
this country the banks to-day only own a small percentage of 
Go\ernment long-term war paper, and the national banks only 
hold $280,000,000 of bonds of foreign Governments. The ex
pnnsion of bank credit in aid of Go"Vernment loans rather than 
bona fide borrowing from individuals is to be avoided to the 
fullest possible extent. The final question of paramount im
portance in this connection is, through taxation and legitimate 
loans, to transfer the spending power of the people to the Gov
ernment to the extent necessary to meet its war obligations. 
This policy is very different from that possible one recently 
described by a leading financier as " a pyramid of credit based 
upon Government bonds and consisting first of individual credit, 
second of member-bank credit, and finally of reserve-bank credit, 
all backed by the taxing power and the power to issue money." 

Mr. Chairman, to avoid the condition just described, the Gov
ernment should encourage and in a measure require, if neces
sary, the people to contribute directly the maximum amount of 
their savings in money and production while the war continues. 
Naturally the demands of business and of the war justify a 

·certain amount of expansion. The credit-lending and note
issuing power of the Federal re~erve banks is still more than 
two billions. This will not be nearly exhausted in any event. 
Under the doctrine that a dollar of credit extended to· member 
banks may be multiplied by five in the lending power of the 
member banks we have almost unlimited potential banking 
credit capacity. The first object, however, should be to avoid 
exercising it to the extent of inflation. This, as stated, can be _ 
effected best by saving and increasing production. Production 
of war supplies can be increased by curtailing nonessential in
dustries and savings effected by putting a curb on personal ex
penditures. Such course would set free an immense amount of 
labor, tonnage, coal, and other materials strictly requireu for 
war purposes. The most effective means of curbing in<liviuual 
expenditure is by taxation. Taxation either prevents it or pro
vides revenue for the Treasury. A good purpose is served in 
either e"Vent. Our existing war-tax laws go a consider&ble dis
tance in restraining individual expenditures, but in view of the 
financial exigencies of the Government they do not ~o far 
enough. The immense amount of unnecessary, not to say en
tirely useless, private expenditures being made throughout the 
counti·y is open and notorious. The income and e:xcess-profits 
tax laws, which accomplish most in this respect, shouh1, U.uring 
the present session, have their rates readjusted and in some 
respects tightened up and a tax on sales· of luxuries or a stamp 
ta:x on the order of that in France and certain other countries 
should be directly imposed on private expenditures for ltrxm·ies 
and other nonnecessities. A stamp tax on the receipt of money 
paid !or diamonds, pearls, furs, and many other articl~s o:t 
ornament and luxury would be most timely. A special tn:x on 
gifts during the war wouJd likewise serve a most useful end 
in more ways than one. Nothing is more vital than that these 
powers of useless expenditur~ should be transferred to the Gov
ernment to the fullest possible extent to aiel in meetin~ its 
sore financial needs. To this end the people of Europe are 
practicing all kinds of self-denial. 

Mr. Chairman, after all is said, illiia.tion, wheth~r of cnr
rency or credit, tends to higher prices. Mr. Bonar Law, chan
cellor of the British exchequer, speaking in the House of Cow
mons on January 29, 1!>18, relative to high prices of com
modities, said : 

The in.ftation of prices i.s easy to explain. After the Wllt' uroke ont 
the supply of commodities was diminished. I! there be any f~~ ;! :1;:: . ol'! 
in spending power-a reduction of wages-that supply w o tl. c. b:tve 
been counteracted ; but that could not happen. Wages were a;:::1~n 
raised to meet the increased prices, tben pnces rose once r.• o · •. :nul 
wages were again rnised to meet the i ncr~a!!ed cost. T he w:. .- . ; ,.:!':; 
around indefinitely. 
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The bill would provide credit to meet real exigencies to the 
€Xtent of $-,500,000,0QO, compri ing its capital of ·-oo,ooo,ooo 
paid in by the Government, ancl bond issues of $2,000,000,000. 
Should absolute war-emergency demands require a larger 
amount now or herenfter, its lending power should be increased 
to a larger amount. In view of the special and emergency 
credit demands which must be met preferably by a new and 
supplemental method of finance, and in view of the Govern· 
ri:tent's obligation and necessities in this connection, and in 
:view of the safety and the practicability of the plan which this 
bill proposes, it is my judgment that it should pass and pass 
speedily, and that the Government at the same time should adopt 
every available 1·esource to speed up production in all essential 
.war lines and to compel savings on the part of the people by 
such effective means as taxation and reasonable re triction of 
nonessential industrial activities. We are in the midst of wlmt 
is po sibly a lengthy war. Our :fin.ancial structure is sound. 
Our financial po ition is far stronger than that of any other 
country. The ablest banker in Eaglnnd, Sir Edward Holden, 
recently said: 

I wi sh to congratulate the Federal Reserve Board and the bankers 
of .America. on having succeeded in cr atiug and builillng up a banking 
syst em which 'surpasses in strength and excellence any other banking 
syst em in the world. 

[Applause.] 
1\fr. Chairman, it is a matter of great pride to note that the 

financial center of the world which wn.s first at Tyre, then at 
Carthage, then at Rome, then at Venice, then at Amsterdam, 
then at London, is now in New York. We are tile leading bank
ing power of the wo1·1~ with more than $3,000,000,000 of gold. 
We ha\e a balance of trade in our favor of more than $3,000,-
000,000. Our large foreign loans are taken up by purchases 
from here. We do not have to borrow from abroad. Our 
purchases from abroad are not large. For three or four years 
following the war the balance of the worl~ largely famished 
and destitute, will be clamoring for each of our innumerable 
kin ls of production. Why should our gold leave us within this 
period? We have become a great creditor 1\ation and will 
continue to be. Bu iness conditions throughout the country are 
. ound. 'Vhile I would be as far as any per on from urging n: 
method of finance inherently unsound as a war measure, or one 
that would be calculated to injure or cripple our existing financial 
machinery, I do not overlook the fact that war in its Yery nature 
is more. or less a test of the strength, the stability, and the tay
ing power of the manhood, the industry, and the finances of the 
various nations engaged. Unusual ex~rtion of mnn power, 
greater and more rapid production of indu try, and increased 
credit facilities, are always required and alwa3 s forthcoming. 
If this war is to be an unavoidable test of economic endurance, 
who is more ready to meet that test than the people of the 
United State ? The financial institutions of European coun
tries at war have successfully borne far heavier burdens than 
those of peace times or even those contemplated by the exi
gencies of war. I have confidence in the wise, careful, and sound 
administrative capacity of those at the head of our various 
banking institutions, and of those who will be at the head of 
the proposed corporation, and having that confidence in the 
proper administration of our ban.ldng affairs, I feel justified in 
the conclusion that the rediscount and note issuing privileges 
accorded to the bonds of this corporation in this bill would 
not be abused, but woul~ at the same time, both add great 
strength to the paper of this corporation and facilitate its 
successful operation to a large extent. No abler man has ever 
directed the affairs of the Treasury than Secretary McAdoo. 

The operations of the Treasury and of this corporation should 
not so conflict as to handicap either. The paper of each, which 
contains like terms as to interest rates and maturity, should 
occupy a like position of advantage in the money market. The 
two should operate so as to reach most conveniently and with 
least conflict the various types of subscribers with cash avail
able for loans, whether for short or long terms or intermediate 
periods. 

Mr. Chairman, while we should prepare for and proceed upon 
the theory of a lengthy war, and while we do not in this country 
contemplate reaching the condition of financial stress under 
which other countries at war are to-day laboring, ·still it LCJ a 
matter of special interest to glance at their financial methods 
adopted in large measure to meet conditions similar to those 
which this bill has in view. It will first be seen that the 
amou:p.t of money in the world has increased from $1.2,500,000,000 
in 1912 to $32,500,000,000 at the close of 1917. We also find 
that the no~e circulation of the U European countries at war, 
over and above the specie reserve held against them, increased 
from $1,125,000,000 in 1914 to $1.3,640,000,000 in 1917. Russia, 
France, Germany, and Italy have been constantly increasing 
their uncovered paper circulation in the order named. The 

lncrea. e in the gold ~tock of the world hns not been above nor
mal. This expansjon Qf currency, of cour. e, is in addition to 
the huge expansion of banking credits. 

Russia's methods of war finance have been reduced virtually 
to a printing-pres propo ition. Prior to the war the Rus ian 
State Bank had th.e authority to issue $23Q,OOO,OOO of paper 
wit11out gold cover. This limit has b~n en0rmously raised. 
Her entire paper money increased from $815,000,000 at the out~ 
break o.f the war to about $9,000,000,000 recenty. For some 
time the GoYernment has been issuing unlimitell quantities of 
paper, fresh from the printing pre s, ana pas ing it out direct 
to an creditors in payment of her obli<"ations. 

At the outbreak of the 'mr the limit ou note circulation of 
the Bank of France was fixed by law at $2,400,000,000. At the 
time her outstanding note circulation wa $1,436,000,000, 
whereas it is this year · 4,725,000,000, or an increase of more 
than three and a quarter billions. The limit on its note circu
lation bus been raised six time$ since 1914. The French G v
erument, tbrougl1 its treasury and the banks, has rendered 
from time to time such emergency aid as this bill contemplates. 
The Bank of France at the close of 1917 had granted to the 
Government $3,000,000,000, had aided by subscription to the 
various Go\ernment loans, and had also made advance to 
many different firms by ginng credit on ecurities offered. 
The Go\ernment cooperates with the bank with r pect to these 
latter transactions and, in a measure, rud it in taking care of 
any losses incurred. Tlle expansion of banking credit in 
Franc~ bas been largely in the form of bank notes, which in 
the main have been put in go\ernment loans. This is true of 
German·y. In Canada a mtmitions board, to the extent r -
quired, :fina.nces all concerns producing wnr supplies by money 
procured from tile treasury or by discounting British treasury 
bills and getting legal-tender notes. · 

Germany ndopted a special method of financing not very 
unlike that proposed by this bill, except the German ' method ic:; 
virtually n. wide-open one, with no re t.rictions either on r edis
counting by the German National Bank or on the note i sue 
against the paper so rediscounted. On January 7. 1918, tlle note 
circulation of Germany aggregated $4,470,000,000, which was 
covered by $GOO,OOO,OOO of gold. Germany has not maintained a 
gold standard since the outbreak of the war. Germany s ratio 
of gold to note issues was 25.4 per cent in 1914; 29.7 per cent in 
1915; 22.4 per cent in 1916; and 14.9 per cent in October, 1917. 
This ratio has been considerably lowered since that time. The 
paper currency of Germany of all kin.ds has been increased. from 
$500,000,000 at the beginning of the war to $4,500,000,000. Be· 
cause of the fact that some of Germany s methods of financing the 
war are considered a greater departure from sound finance than 
those of some other countries, it would perhaps be of interest 
briefly to outline her method, which corre ponds in a way with 
the plan of the pending bill, but without the re trictions ancl safe
guards of the latter. At the outset Germany decided to finance 
her war on paper money and bonds. Her plan was to rai e all 
the paper money required through the National Bank of Ger .. 
many, known as the Reicbsbank, but in case this method should 
prove insufficient she would utilize the loan banks. The Reichs
bank: makes loans by discounting bills in the main. Its note 
issues are covered only by bills so discounted and the cash 
balance. The runount of notes issued must never exceed three 
times the cash balance. The law thus fixes n iimitation on the 
issue of notes. There is no legal limitation on the creation of 
credit balances. The bank was also required to meet the remain
ing two-thirds of note issues with bills of exchange falling due 
within 90 days. The treasury bill was not considered a bill of 
exchange for this purpose prior to the war. Soon after the war 
commenced, however, owing to the very great curtttilment of the 
usual supply of bills of exchange, and finding it necessary thht 
the Government should secure largely increased supplies of 
notes from the Reichsbank:, the law was. enacted in August, 
1914, which defined treasury bills as coming within the class of 

. bills of exchange to the extent that they could or should be 
utilized to cover note issues in nil ca2es where there was a 
maturity within three months. The result was that the Govern· 
ment could issue treasury bills as rapidly and in amounts as 
great us it found necessary or saw fit, and the Reich bank issued 
a corresponding amount of notes on the basis of these bills as 
they were needed. 

Trouble, however, was found in keeping up the requisite 
amount of the cash balanc~ because of tlle li.mitatiQn it imposed 
on note issues. This cash balance not only comprised sih-er and 
gold but notes of other banks, .includin,.,. also what were culled 
Imperial Treasury notes. In August, 1914. a law was enacted 
creating another system of note-issue banks, which were Jmovirn 
as the Darlehnskassen or loan banks. They were empowered 
to make loans by issuing notes. This lon.n.-bn.nk system was a 
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revival of sub tnnUnlly the previous ·system of 1848 ami the 
system of 1870 in operation during the Fra.n_co-Prussian ... ...-ar. 
The Rei-ell b.ank was authorized by law to indudc the note~ of 
this latter cln s of loan bank in ib cash balance, and al o to 
trent them as gold, with the result that the Reichsbnnk could 
isJ ue $3 of its notes for CTery $1 Of Darlehnskas en notes held. 
It is 1;epresented that this loan-bank system which Germany has 
revi...-ed on the three occasions stated was to constitute aR agency 
for making loans, which ought not to be made by the. ordinary 
joint-stock or private banks in Germany. These loans were 
classified under the name of " dead loans." These Darlehn· 
skassen hanks make their loans to all kinds of business concerns, 
including municipalities, by the issue of G.overnment notes to 
the extent of from 40 to 85 per cent of the value of the security 
offered. The purpose of the creation of these banks was to 
a...-oid the burdening of the Reichsba.nk and the joint-stock banks 
to an extent which would, to use the language of an English 
banker, " lock them up!' The amount of notes issued by the 
Da.rlehnskassen banks was $329,000,000 for the year ending 
in December, 1914; $587,000,000 in December, 1915; $852,000,000 
in December, 1916 ; and $1,922,000,000 for th~ year ending in 
December, 1917. For these same dates the Reichsbank used 
the f.ollowing runounts to increase its cash balance: $217,000,000 
for the year ending in December, 1914; $313,500,000 in Decem
ber, 1915; $105,000,000 in December, 1916; .and $326,000,000 
for tbe year ending in December, 1917. These Darlehnsknssen 
notes ba...-e been turned into the Reichsbank in payment of war 
loans to a very considerable extent for a time, but to a much 
smaller extent recently. Nearly 28 per cent of the first loan was 
thus paid. Tbe States and municipalities have been heavy 
borrowers of theSe notes. Likewise individual concerns, includ· 
ing especially the manufactm·ers of munitions, savings banks, 
and many trading concerns, as borrowers have utilized these 
notes to a very great extent. With these Darlehnskassen notes 
inclu<1ed, the total issue of paper money of Germany in 1917 
was $4,920,000,000. AccDrding to the balance sheet of the 
Reichsbank {)n December 31, 1917, the bank wa-s utilizing as a 
cover for its note issues Dar1ehnskassen notes to the extent of 
$326,000,000 and treasury bills to th€ extent of $3,649,000,000. 

It is thus seen that treasury bills were chiefly relied on. The 
Reichsbank notes, after being created in the manner ah·eady 
4Jescribed, are utilized by joint-stock banks when received as a 
basis for the extension of further credit. The situation is that 
the Government i.s responsible to the bank on its treasury bills 
and the bank is responsible to the public on its notes. Since 
August, 1914, the Reichsbank has by law been relieved of its 
tn·evious obligations to repay its notes in gold. It may further 
be rremarked that the Government discounts its treasury bills 
with the ReicllSbank at the official rate, while the RE>iehsbank 
reuisconnts the bills in the open market at the market rate, 
which is always lower than the offici.n.l rate. It is noted that 
the German law prescribes a ratio of the cash balance to the 
notes issued and not to the liabilities, which would a1so include 
credit balances. These Dnrle.hnskassen banks are controU.ed by 
the Reichstiank. The banks commenced business without capi
tal, but with only note issues. According to tbe 1·ecent an
nouncement of the president of the Reicillbank the German Gov
.ernment contemplates the continuanc-e of these loan banks for a 
period of four or five years after the war for the purpose of 
giving persons time in which to repay money borrowed to pur
chase Government bonds and also to extend credit to other banks 
which are e:\.'"Pected to be in need of help in meeting conditions 
that will arise after the war. He expresses the view that holders 
of war loan bonds will to a ...-ery great extent seek to part with 
their holdings in order to secure money to invest in raw ma
terials, factories, , and other business concerns at the conclusion 
of the war, and that this will throw a large portion of the war 
loan on the market without sufficient buyers which would re
sult in the depreciation both of the bonds and the securities in 
general. This plan, however, contemplntes a combined plan of 
joint activities on the part of the Reichsbank and the joint-stock 
banks and the Darlehnskasse.n, the idea being that the Darlehns-· 
kassen and to some extent tbe Reichsbank will provide new 
capital for the absorption of war loans, and in turn the Reichs
.bank and branches acting in cooperation with tbe joint-stock 
banks and their branches will take up the securities whenever 
offered for sale and thus protect the security market. The 
securities so taken up would thus gradually be redistributed· 
during a number of years to follow through the agencies of the 
Heichsbank and the joint-stock banks. 

The foregoing would indicate that the German GoYernment 
entertains the view that it will be impossible to effect a large· 
with<1rmval of :my of their notes by these special war banks in a 
horter time thrul four or five years. I am unable to secure any 

dnta · a to the .amQ1.1Dt of pap r is ued by ordinary banks in 

Germany . . I haye procured thi information relative to these 
German loan banks chiefly from English financi!l.l publications 
and from a recent financial ad&ess of Sir Edward Holden. 

1\:Ir. Chairman, the second report of the select committ c on 
na.tioiia1 expenditures in England cont.•uns t]p.s statement: 

The GoYernment through the Bank of F..nglaml ancl joint-stock lHto.ks 
created large n~w credits to enable its fadories to expand their r'ro
ductions. 

The English banking system onJy provides credit and not 
currency. When the war broke out in 1914 gold was rapidly 
withdrawn and additional currency became necessary. The 
result was that the original .act of 1844 imposing legal restric
tions on the issue of notes by the Bank of England had to be 
suspended so that the bank could exceed the legal limit of its 
note issue, whicll was accordingly done on a large scale. This 
was the fourth time in the history of this banlring act that the 
law had to be suspended to meet financial emergencies. 

Under the currency and bank notes act of August 6, 1914, 
the treasury was authorized to issue currency notes through 
the Bank of England to bankers to a maximum limit not 
exceeding 20 per cent of the bank's liabilities on deposit and 
current accounts. The amount of notes thus issued are treated 
as an advance by the treasury to the bank or banks, bearing 
interest from da.y to day at the current bank rate, the security 
for the treasury advance consisting of the floating charge on 
the assets of the bank up to the amount of the notes issued. 

This same act authorized the Bank of England and any 
Scottish or Irisb bank of issue, so far as temporarily author
ized· by the treasury and subject to any conditions attached to 
that authority, to issue notes in excess ot any limit fixed by 
law. These notes, like currency notes, to be legal tender and 
redeemable in any kind of coin. The Scottish nnd Irish banks 
of issue used currency notes as covet· for tlle bank's own notes. 
Their excess issues of their own notes could not exceed the 
cover afforded by the currency notes. 

During the early st.ages of the war the English Government 
made speci.al provision for advances in connection with stock· 
exchange loans. These aqvanees were to be ma<1e through the 
Bank of England, not to banks but direct to other lenders to 
members of the stock ·exchange. These advances were to the 
extent of 60 per cent of the value of the ~urities held by such 
lenders. 

The British treasury in November, 191~. organized a com
mittee representing the treaSu.ry, the Bank of England, the 
joint-stock banks, and the A.ssociatlon of Chambers of Com'" 
merce, which authorized advances in approved cases to British 
traders carrying on an export business. When an application 
for advances was approved, this committee authorized the 
bankers of such trade· to accept a six-months' bill drawn by 
the trader. This bill was renewable tmtil 12 months after the 
close of the war or the expiration of the act. · Tbe trader could 
discount this bill anywhere. The Government prol""ideu that as 
to any loss- in connectiDn with these advances 75 per cent should 
be borne by the treasury and 25 per cent by the accepting bank. 
The cost to the trade was about Gi per cent per annum. 

The Government, in November, 1914, jointly agreed with the 
Liverpool Cotton Association and the Liverpool banks to gua.r· 
an.tee advances m.ade to merchants by those banks. Under thiS 
plan persons desiring advances made application to representa· 
tives of the cotton !l.ssociation and the banks of Lh-erpool. 
The chief purpose of this direct aid was to enable the Liverpool 
Cotton Exchange to reopen. . 

It will be seen that the English methodS adoptoo for affordin.g 
financial relief to different classes of business have been less 
satisfactory than the proposed method. Uoreo\er, they lmve 
had such drastic experience as too moratorium. Sir Edward 
Holden recently stated that-

If the net (restricting the ::tnwunt of note issues of the Bank of 
England) had been rep~aled. I believe that we might ha.>e got through 
the crisis without a mo.rtltorium. 

England has made considerable xpansion of banking notes, 
silver and copper circulation, in addition to more than $1,000,· 
000,000 of new paper cunency notes, which latter are declared 
redeemable in coin, although the actual reserve for that purpose 
Lc; only $147,.500,000 of gold. She had only $140,000,000 of these 
latter notes outstanding in December, 1914. It is thus seen that 
while England continues nominally Dn a gold basis, she is not 
sa in actu::tl fact. It is import..wt, however, to note that lter 
financial structure continues stable and there is no lack of parity 
between gold and other kinds of circulating me<lium. A rno'\e-
ment is now on foot to secure tbe repeal oc modification of th~ 
Bank of England act of 1844 so that the bank \\ill be allowoo to 
exceed th€ limit of its note issue at any time on payment o6 a 
tax. Th~ amendment embodles t11e princt.ples that notes mny 
be created and i. ued on the security of bilTs of exchange -an{l on 
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the ca h balance, so that a relation is established between the 
notes issued and the discount ; the notes issued shall be con
trolled by a fixed ratio of gold to notes or of the cash balance 
to notes; this fixed ratio may be lowered on payment of a tax; 
and the notes should not exceed three times the gold or the 
cash balance. The fact that the Bank of England is divrded by 
law into two parts-the issue department and the banking de
partment-makes the . statement of the bank for January 16, 
1918, for example, show a percentage of golc.l alone to liabilities 
of 19.6 per cent, but in fact the bank's entire amount of avail
able gold was 28.2 per cent of liabilities. The Bank of England 
has always been allowed to issue notes against a debt due from 
the Go>ernment for several centuries of the amount of $55,-
000,000 and certain securities of $37,000,000. All other notes 
must be issued against gold. With these three items forming 
the-cash balance of the bank under its statement of January 16, 
1918, the percentage to liabilities was in fact 33.5 per cent 
against 19.6 apparently shown by that statement. 

The entire note issue of England during the war increased 
from $225,000,000 to $1,385,000,000. Much of the latter, how
ever, ·was issued for gold withdrawn from circulation. During 
the early stages of the war the British Treasury assisted many 
financial institutions by issuing through the Bank of England 
currency notes to banks under certain conditions and restric
tions. It will be seen that financial aid has been rendered 
businesses and classes of business at various times and in vari
ous ways, both by the British Treasury and by the banks in 
turn. Some time ago the leading banks made an arrangement 
whereby credit facilities were allowed the farmers to enable 
them to pu,.rchase the requirements necessary for greater food 
production. Some recent financial aid the British Treasury has 
rendered has embraced such direct advances as the bonus to 
potato growers, $25,000,000; bonus to miners, $100,000,000; 
bonus to munition workers, $200,000,000; loaf subsiclies to make 
the price 18 cents for 4-pound loaves, $225,000,000; bonus to 
railway workers, $50,000,000; bonus to civil servants, $15,000,000. 

In addition to her increased bank and treasury notes, Eng
land takes care of a floating debt of.around $6,000,000,000. Of 
late England has striven to avoid investment by banks in long
term war bonds. The banks are reported to have contributed 
$500,000,000 of the first long-term 3! per cent loan, amounting 
to $1,6GG,OOO,OOO; $1,000,000,000 of the second 4! per cent long
term loan, ·amounting to $2,915,000,000 ; and no substantial 
direct contribution to the third long-term loan of February, 
1917, at 4 and 5 per cent. In the United States the banks, as 
stated, have very greatly reduced their holdings of long-term 
war 8ecuri ties. 

Mr. Chairman, it will be seen from the brief references made 
to the methods of financing adopted by other countries during 
the war that the contrast in favor of those of the United States 
is as great as it is favorable. One of the chief purposes of 
the proposed corporation is to render such emergency financial 
aid as the Treasury would in most instances undertake to ren
der for war purposes or in the national interest, but which it 
can not render in a manner nearly so convenient and expedi
tious as the corporation, which, after all, is but a Government 
agency with limited liabilities. 

While savings banks are referred to as possibly needing im
mediate credit facilities from time to time during the war, the 
mere fact that such facilities are thus made available in case 
of need will probably obviate any necessity for advances to 
them. The experience of savings institutions elsewhere where 
the financial stress confronting them has been greater than 
that which will arise here confirms this view. 

The English postal savings deposits at the beginning of the 
war were $940,000,000, while on February 2, 1918, they were 
$1,015,000,000. The only other kind of savings banks in Eng
land, known as trustee savings banks, have only sufl'ered a loss 
of deposits to the amount of $12,500,000. The English postal 
savings rates have been 2! per cent from the beginning, as com
pared with rival offerings for half a dozen different kinds of 
Government war paper, running as high as 6 per cent at times 
for exchequer bonds. Only about $90,000,000 were withdrawn 
from this latter class of savings institutions during the $5,000,-
000,000 loan campaign in February, 1917, while $120,000,000 
were withdrawn during the 4! per cent loan campaign in 1915. 
It is evident that any advances our savings institutions might 
require from the corporation would be very temporary and dur
ing some large loan campaign. Deposits in German savings 
banks during the first 11 months of 1917 were $825,000,000 gross, 
as compared with $575,000,000 for 1916 and .$580,000,000 for 1915. 
Germany has floated a long-term issue of bonds every six months 
during the war. In Italy the savings banks deposits increased 
from $397,000,000 on July 1, 1916, to $507,000,000 on October 
21, 1917. 

Mr. STAFFORD. Will the gentleman yield in that particular? 
1\:Ir. HULL of Tennessee. Yes. 
Mr. STAFFORD. Can the gentleman give the committee the 

benefit of his research as to how that difficulty was met by the 
savings banks of the country when the last liberty loan was 
floated, caused by the withdrawal of savings funds on the part 
of depositors from savings banks! 

Mr. HULL of Tennessee. I will say to the gentleman it has 
been difficult to get accurate figures as to the savings with
drawals in this country during the last liberty loan. It has been 
suggested by those in the savings-bank sections that substantial 
withdrawals occurred, but no exact figures have been obtainable. 
Now, in that connection, I call attention to the figures showing 
the rather satisfactory operation of the savings institutions in 
England, Germany, and two or three other countries during the 
war. In Germany, where there have been seven successive long
term loans, in England, where there have been three, in Canada, 
where there have been several, and in Italy, where there have 
been about five, the figures which I will not take time to read 
but will insert in the RECORD, show that there has been an annual 
uniform increase in savings deposits under these loan conditions. 

Now, it is true that there have been temporary withdrawals, 
but they have been only temporary. The withdrawals from the 
postal savings system in England, which is the main portion of 
the savings institutions, only amounted to $210,.000,000 during 
both the largest loan campaigns, as I have stated, and the 
amount was soon replenished. So I feel assured that the mere 
fact that the savings institutions of the country have available 
credit for depositors will be practically sufficient to safeguanl 
them against serious withdrawals; and, if the gentleman will 
pardon me, I say that in the light of the experi'ence of the other 
countries. 

The rate of interest in the English postal savings banks is 2! 
:Qer cent. It has never been over that, and :ret the Government 
has been paying interest all the way from 3! to 6 per cent on 
the various kinds of war paper it has put out. 

1\fr. STERLING. Let me ask the gentleman if the with
drawals from the_ savings banks in this country during the 
bond sale injured the savings banks at all? 

Mr. HULL of Tennessee. I was unable to find any facts or 
data which indicated serious injury, or inconvenience, or pos
sible injury to them during these past loans. But I agree :with 
gentlemen from these savings-bank sections that the banks 
are entitled to the benefit of immediate credit facilities to meet 
any possible withdrawals to such surprising extent as might or 
could occur during these bond campaigns, or at any other time, 
as to that. · · 

Mr. STAFFORD. Will the gentleman yield in that par
ticular? 

Mr. HULL of Tennessee. Yes. 
Mr. STAFFORD. I have received definite information that 

in some sections of the country there were withdrawals of sav
ings funds to the amount of hundreds of thousands of dollars, 
and my query directed to the gentleman from Tennessee was as 
to how the savings banl(S met the stringency occasioned by the 
withdrawal of those savings funds. 

Mr. HULL of Tennessee. I do not think the stringency was 
great enough to necessitate any unusual preparation by the 
savings banks with a view of securing availab~e funds to meet 
withdrawal demands. In other words, no such stringency has 
occurred as migllt occur under the next loan campaign or some 
successive loan campaign; and it is but natural that they should 
expect and that they should receive at the hands of the Govern
ment such available assistance as possible conditions might 
make necessary. 

Mr. OLDFIELD. Will the gentleman yield? 
1\fr. HULL of Tennessee. Yes. 
1\Ir. OLDFIELD. I would like to state, and I do not know 

whether I remember it correctly or not, that my recollection 
is that this . very question was asked of the Secretary of the 
Treasury and he said the withdrawals had not heretofore been 
substantial, and, of course, expressed the hope that they would 
not be substantial under the next liberty loan. · That is my 
recollection. 

1\Ir. HULL of Tennessee. I agree that that -i_s substaliltially. 
what the Secretary said, anu I think it will work out largely 
that way, in the light of European experience. 

Mr. LONGWORTH. If the gentleman will pardon me, that 
danger would be ·particularly evident if the next large bond 
issue should be at a higher rate than 4 per cent. 

Mr. HULL of Tennessee. The possibilities of danger would 
correspondingly increase: 

1\fr. PLATT. If the gentleman will permit, the savings banks 
statistics of the State of New York, which State,· perhaps, has 
larger deposits than any othe:· State, have been published in the 
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last week, I beliew, arul how that the witlulrawals from the 
savings oank.·, while greater than the depo its during tl'te past 
year, were offset by interest credits during t4e last year. If
auothei· liberty loan campaign is -wnged on a. 4-} per cent ' basis 
som kind of relief will \ery Dkely be necessary. 

1\fr. HULL of Tennessee. That is a ve~y inte1:e ting state
ment. I am glad the gentleman made it. 

Mr. KITCHIN. Irr that connection I desire to say that whi:lc 
othe:- banks, not mutual savings banks, have increased their 
individual deposits nearly 50 per cent in the last three years, 
the mutual savings banks have increased their deposits only 
about 12 per cent. In other words, the deposits in savings banks 
in the last 12 months especially bas not kept pace with anything 
like the increase in the deposits in other banks, whicll shows 
that omething is rutecting the savings banks. Now, in June, 
1914, the deposits in mu"!:ulli savings banks-which constitute 
three-fourths. at least, of all the deposits in the savings banks'
were $3,915,626,000. In June, 1917, they had only increased since 
1914 to $4,422,489,000. In other words, they Iiad only increased 
about $500,000,000, and in the . stock savings banks their de
posits have increased since June 20, 1914, to June 20, 1917, less 
than $100,000,000. In fact, they were about $1,090,00C,OOO on 
June 20, 1917, so that something has materially affected the 
depo its of savings banks. While other banks seem to have 
b~en helped, the savings banks seem not to haYe been helped 
by any of this war prosperity, you might say. 

Mr. PLATT. . If the · gentleman 'vill permit, wouH not that 
tend to show tllat tlle wage earners anll the smaller merchants-, 
who constitute the bulk of the depositors in the mutual and in 
the tock-sa_vings banks, have not had as m\lCh chance to save 
ns they had before? The deposits in the nationa~ banks are 
made up of credits or loans, but in the savings banks they are 
largely cash. 

1\Ir. KITCHIN. I will say that in the last 12 months- they 
lla\e bad opportunity to make GoveTn~ent investments; that is, 
tl.ey coulu buy Government bonds and get 4 per cent interest. 
That is all. They could get, as a rule, less than tha_t in the sav
ings banks that pay the highest mte of interest. So instead 
of putting their money in the sa-vings banks they have invested 
in Government securities. 

Mr. PLATT. That is probably true of the last few months, 
but it would not hnve been true of the 3t ver cent roans. 

Mr. KITCHIN. I can see how it would be true as to that, be
cause most of the savings banks do not pay more tl1an 3 per ctmt 
interest. What rate do they pay in the State of New York? 

Mr. PLATT. The larger savings banks in New York City pay 
only 3i per cent, out in the smaller cities they gener::illy pay 
4 per cent. 

Mr. HULL of Tennessee. Mr. Chairman, it is very app::rrent 
that every country at war has had to grapple with problems 
similar to those to which this-bill refers. It is also apparent that 
the' methods by which tJley undertook to extenu r~ef are no~ 
in soundness and practical operation, nearly so meritorious as 
the methods proposed in this bilL 

I now come to another branch of the bill relating to capital 
issues. 'Vith due deference to the committee-and I always 
have the profoundest respect for the views and judgment of the 
Committee on Ways and Means-it is niy humble opini"On that 
the capital issues provision as originally inserte(] in this bill 
should not have been weakened~ It is most unfortuna_te that the 
Honse committee and the Senate nave seen fit to emasculate th~ 
provision in the bill authorizing restrictions of capital issues. 

. The necessity for this action is grounded upon the· whole finan
cial policy of the Government placed in operation for the conduct 
o:f the war and is an essential part 9f the same. It is not only 
based on the experience of all other important countries at war, 
but it is a fundamental part of the Government's poli£y of con
serving all possible money. credit, labor, and supplies and con
centmting them directly behind the war, as it is also directly 
an essential part of our Government's loan. policy. Offerings 
of new securities for other than Government o-r necessary war 
purposes have been practically suspended eYerywhere exee]!t in 
the United States._ 

The real demands of the· war relate to the. secm·ing o.f goolls 
and services for war purpo es. It foiiows as day follows night 
that nonessential industries should not, therefore, expand but 
that aU available labor, materials, and cauitnl above their 
normal requirements shoulu be diverted to war purposes. The 
greater the amount of money thus mrrde qvai.lable for invest
ment the easier can Government louns be fl.on.ted nnd the· lower 
will be the interest charges. It fs a well-known fact that mQst 
of the industries in Austria, Turkey, and Germany not dit~ectly 
connected. \"ith the war are- eitl1er CI'ippleu or destroyed. The: 
people are putting their nll into the war. Ma.ny non ~sential 
industries there !lave been <liverted to war purposes,;, othm-s 
ha\e been obliged either to run nt a normal or le s than normal 

capacity or to close down. Dm:ing the year 1917 in Germany 
the increase in capital for existing companies and issue of 
shaTes by new companies only aggregated $100,000,000. Twenty
fiv-e million dollars of this amount was due to fncrease in 
capital by ::miline concerns in November-. New cupital issues in 
England for the year 1nl 7, apart from Government issues; ~re 
between $30,000,000 and $40,000,000. It was about the' ~ame 
for !916. This was- less than one-half· of 1 per cent of tile 
total, tlle T:mlance of which was Government issue. Fo ex
penditures on new bu:ildlngs in excess of $2,500 is allowed there 
without permission of the treasury. In the beginning of capital 
issues control in England the offieiais undertook to halt all 
construction work involving new capital expenditures lmtil 
after the w::rr, except for war purposes. The Government bas 
eyen compensated contractors for damages resulting from n 
cessation of such construction work. Our original bill allowed 
an exemption of $100,000. Prior to tlie war the issues of new 
capital in England were more than $1,100,000,000, whereas 
un(]er strict Government regulations the amount is now but 
little over, $30,000,000, making a net saving of toward $1,000,-
000,000 to go into war bonds and the production of war sup
·plies. Under like restrictions here the Government would de
rive far more than $1,000,000,000 for direct war· purposes. Little 
wonder money and material for the war are scarce, with in
terest rates increasing. 

Mr. Chairman, it fs claimeu here in support of the view that 
aL. nonessential industries and businesses should be allowed to 
expand and produce war profits ad libitum that the persunsive 
in:ffuence of the proposed cnpitul issues committee will curb 
them sufficiently. England is cited as hu_ving no general ex.~ 
press law for this purpose. The b.lltb is that England has a 
number of statutes expressly authorizing the prohibition of 
new capital issues ns to certain classes of industry, while the 
power of tile treasury to conb.·oi the stock exchange gives the· 
treasury committee authority equivalent to that of law as to 
other new capital issues. It has been by these combined means, 
and only by them, that suitable restrictions have been imposed 
and carried out in England. 

The absolute folly of depending on nonessential industries to 
observe tfie persuasive suggestions of a capital-issues boartT with 
no authority is better illustrated' by tlle experience of· Cnnada, 
whose committee was acting under an order in council~ which 
was a law. The law there prohibited either the selling or pur~ 
chru.ing of prohibited securities and imposed· a penalty of im
prisonment for not exceeding one year.- or a fine not exceeding 
$5,000, or both, in the- discretion of the court~ In the faee of this' 
severe penalty large blocks of new securities were issued and 
sold without the necessary appToval of the committee, with tll.e 
result tlmt tfie Government an January 9, 1918, issueu another 
order irr council allowing the committee, in eertain cases1 to give 
its approval after the issue and· sale of such issues in order to 
save the violators from the penalties- incurred. This related to 

1 
me.ritoTious cases alone. Criticism of the penalty contained in 
the first draft of thls bill for violation ef these security rt?.Stric
tions has been mrrde. The laws of France, GeTmany, and Cana.da. 
impose penalties equally effective or more so. I herewith aiJ
pend copies of the laws of four other Governments on this 
subject. 

1\fr; Chairman, just now the Government is strenuously calling 
on ' every citizen to "produce and to save. The cry "Produce, 
save, restrict, or eliminate" nonessentials! .., is to-day ringing 
through every European colmtry. The Government must have 
all available supplies of every kind necessary for the condnct 
of the war. It ~just as necessary. therefore, that money and 
credit shoulll be conserved, concentrated, and made av::.tHable 
to t11e Government with which ta pay for needed war supplies, 
as it i&that they hould he produced and. made available fOl· the 
Government's use. Upon what theory, theTefore, can the Gov
ernment eall on one- class of eitizens to su.ve all the money and 
produce all the war supplies possible rultli pla.ce both a_t its dis
posal, while it at the same time leaves another class ef citizens 
free to utilize any amount of new carritn.I or lnbor or material, 
s& vHal to our war n~essiti..es, in (]eveloping. all nonessential 
industries and turning out large war profits to their own enrich
ment'! When we behold tJ1e central powers marshaling their 
entire financial and eeonomic forces behind the war to the prac
tical ahandenment of nones ential ente1:prises; when we see 
our-allies in Europe· doing v.irtua.lly tile same thtng, with- a view 
te putting e"erl' ounee. o-f material, every. hom· o-f labor, eve1'y 

· dollar of maney that can be' m-ade at all available in compact; 
concentrn:te<.l suuport of the_ wm·, bow can we in ju tice to our 
allies, much less to ourselves, proceed with indifference as to 
the hundreds of. millions. of money,. the immense amount of labor, 
tllld, the Iarge. quantities of mateti..'11 unneces~aril.y :&eta.ine<.l for 
the development and expansion of nonessential businesses to the 
great detriment of our war supplies, our labor necessities in 

j 
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shiilbuilding, and other war-industry plants, ancl to our money 
and credit supply so necessary for the floating of large tempo
rary and permanent loans? I fear that we do not yet realize 
the magnitude of our task. I fear that there is too much disposi
tion to expect others to perform such additional war services, at 
whatever cost or injury, as would involve some sacrifice or dis
appointment to those who should perform them. 

Naturally, the policy ·Of controlling new capital issues during 
the war will invol ...-e injuries to a business or class of business 
here an~ there, but it may be said that this would be infinitesi
mal to the overwhelming injury that would result to all classes 
of business and to our institutions as well in case we should 
unduly protract or fail to win the war by our deliberate refusal 
to organize, conserve, and mobilize our money, credit, and sup
plies to that full extent which both our enemies and our allies 
have already done. Eve1·y good citizen should be ready and will
ing to conform to the necessary restrictio;· ~ 0f new capital is
sues. '.rhe law, with its penalties, would not di. ::;turb him; every 
shirking citizen should be compelled to conform to them, and 
to that end the law should disturb him. 'Vho has a right, there
fore, in the interest alone of the business concern that would 
shirk its duty and violate these regulations, to demand immunity 
for it? The citizen can not learn too soon the necessity for giv
ing more of his time and money to the Government and less to 
his own enrichment if we are to win this -n·ar. 

Mr. Chairman, the pending bill also authorizes the corpora
tion to buy and sell bonds of the United States. It is under
stood that the chief purpose of this provision is to enable the 
corporation to make such purchases of outstanding war bonds 
and at such times as would tend to stabilize the Government 
loans. I am gratified to see this principle embodied in the bill. 
It "\Yas my indh·idual view that the bond-authorization act of 
September 24, 1917. should ha\e contained it. Under the opera
tion of such plan I am satisfied the present market situation of 
our liberty bonds would have to-day been much more favorable 
than it is. I speak in the light of the experience of both England 
nnd France during the past year. The only purpose of this 
method is to protect liberty bonds from artificial market condi
tions aud to maintain them at their true and real market leyel, 
whether in the condition of the investment market that be par 
or slightly below par. Naturally, many individuals purchased 
bonus on credit procured at the. banks. During recent months a 
large munber have found themselves unable to make p:-tyment, 
with the result that their bonus "\lent on the market at forced 
sale and at a discount, the inevitable effect of which has been 
apparently to depreciate the entire issue of first and second 
liberty 4's, aggregating near $4,500,000,000. This unfortunate 
conuition now confronts the Government in the face of a new 
lon"-term loan which must soon be effected. The result is that 
higher interest rates are being generally demanded. Fair and 
reasonable rates of interest should be paid by the Government 
on its war loans, but the greatest pos ible_ care and caution 
should be exercised, to the end that excessive rates and the great 
burdens which they "\\Ould entail on this and the next generation 
may be avoided. It is well understood that a system of suc
ces ive "ar loans carrying a con\ersion privilege in each case 
very seriously hampers the Government in its efforts to keep 
the interest rates at the proper and fair level. 

I "\\ish to repeat, l\1r. Chairman, that the action of the cap
ital-issues committee in England has all the force and effect 
of Jaw. It is impossible, under the power ·which they exercise 
throuo-h agencies which really are as effecti\e as law, for any 
conce~n to put new issues on the market in violation of their 
order. 

l\lr. GREEN of Iowa. 1\Ir. Chairman, will the gentleman 
yield there? 

l\Ir. HULL of Tennessee. Yes. . 
l\Ir. GREEN of Iowa. I agree with the gentleman entirely 

on that. In England it is done by the force of a treasury regu
lation, as the gentleman is of course aware, and by this treas
ury regulation they undertake to absolutely forbid such iss1~es 
as they do not approve, and I think they have succeeded qmte 
completely in enforcing the regulation. 

l\1r. HULL of Tennessee. I am appending the laws of four 
countries to my remarks. 

l\1r. LONGWORTH. 1\1ay I add right there, is not the Gov
ernment . control of the stock exchange complete? 

Mr. HULL of Tennessee. The treasury have complete con
trol of the opening and closing of the exchange, and they w6uld 
not allow it to be opened after it was closed during the early 
stages of the war, except on condition that no sto.ck should be 
handled unless permission was first secured from the capital
issues committee. 

Then they have two or three separate statutes which ex
pressly give authority to prohibit stock issues as to certain 
other classes of capital. 

Mr. PLATT. Will the gentleman yield? 
Mr. HULL of Tennessee. I yield to the gentleman from New 

York. 
111r. PLATT. The gentleman is a student of economics. I 

wonder if he could go a little more into detail into the ques
tion of nonessential industries? For instance, England appar
ently has not discouraged, and perhaps has encouraged certain 
industries which are not in any way essential to the war, but 
which are exporting industries. So her exports have been kept 
up pretty "\\ell. Is not that true? 

1\fr. HULL of Tennessee. Some of her exports have been kept 
up, but she has a balance of trade against her now of . 2,300,-
000,000, notwithstanding such volume of exports as she has 
been able to maintain. 

lllr. PLATT. There has not been an effort to shut out in
dustries which are not indirectly connected with the war, 
though, if they were industries which brought credit to England 
and extended or maintained her export trade. 

l\Ir. HULL of Tennessee. If the gentleman will pardon me, I 
am sure he will find, as I ha\e stated, that they ha.-e not only 
imposed se'Vere restrictions on new capital issues for nonessen
tial purposes, but they went at once to every contractor con
structing an important building and said, "We ask you to 
cease tllis construction until after the war." In many cases 
the contractors did this; in others they declined on account of 
the damage involved; and the Government saiu, "'Ve will pay 
the damage. We want your new capital, your labor, and your 
materials to put into the war." 

Mr. PLATT. They did not undertake to hold do"\Yll industries 
from going ahe..'ld as they were, without extra buildings or extra 
capital, did they? · 

l\Ir. HULL of Tennessee. In some instances they ha\e so well 
restricted and curtailed the operation of large parts of their 
nonessential industries as practically to put them out of busi
ness. 'Ihey openly say that somebody will have to suffer, some
body will have to make some sacrifices in connection with the 
general plan of the Government to mobilize all available money 
and credit and labor and supplies for the pro ecution of the 
war. We do not expect our nonessential industries to go full 
tilt, ·expanding, as the \var goes on, and make increased profits 
nt the expense of the war. 

1\fr. PLATT. What they uicl l1I'UCtically \IUS to stop their 
expan ion.-

1\Ir. HULL of Tennessee. They stopped their expansion and 
largely denuded them of labor nnd supplies'. The Government 
put its hands on the raw material at the source aml they were 
soon cut ofl', and the Government made no effort to help them. 
It was too busy with the war. 

Mr. IOORE of PennsylYania. As our bill wns first presented 
to the House it was intended to comprehend that sort of a 
compulsory feature here? 

Mr. HULL of Tennessee. Yes. Now, Mr. Chairman, I must 
hasten along. 

Mr. STERLING-of Illinois and 1\Ir. FOCHT rose. 
The CHAIRl\IAN. Does the. gentleman yielu; and if so, to 

whom? 
1\fr. HULL ·of Tennes ee. I will yield to the e two gentle

men, and then I just must conclude. 
:Mr. STERLING of Illinois. I conclude that the gentleman 

thinks this law ought to provide somewhere the power to 11ro
hibit the issue of stocks. Now, as I remember, it w·as repeated 
before the committee that there was already in operation 
through the Secretary of the Treasury a voluntary committee. 
who are acting in substantially the same capacity that this . 
committee will act. Was it not represented to the committee 
that they were fairly successful and were preventing the issue 
of unnecessary stocks? 

1\fr. HULL of Tennessee. The · Secretary of the Treasury 
stated that they had made considerable progress in that class of 
work. When I looked into the experience over in Canada, how
ever, where a similar penalty "\\US imposed, and found so many 
different classes ·of new stock issues put on the market in 
utter defiance of the existence of the committee and the pen
alties, and when.! reflected further as to the innumerable kinds 
of industry in this country compared with the smaller number 
in Canada, it was impossible to escape the conclusion that im
mense amounts of new capitm-H mny be of a comparatively 
small nature in many cases-will be further utilized in these 
nonessential lines, with the result that a Y:-tst amount of money 
in the aggregate would be lost to the Government in connection 
with the prosecution of the war. 

l\1r. STERLING of Illinois. I got the inlpression, if not the 
conviction, that the Secretary of the Treasury, tlu·ough the 
banks, could make it practically impossible for any very great 
issue of bonds to be maue that even this voluntar. ~ommittee 
disapproves .of. 
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Mr. HULL of Tennessee. True as to very great new issues. 
There will be so man;,· smaller ones that will ignore the committee. 

All of such nonessential investments, all of such purchases 
keep that amount out of shipbuilding, keep it out of all classes 
of war industry, and you will greatly hamper the strength and 
capacity of the Government to finance the war at _a reasonable 
rate of interest in the first place, and in the second place it is 
depri>ed, as stated, of the labor and materials that would 
other"·ise be available. 

Mr. FOCHT. Will the gentleman yield?. 
Mr. HULL of Tennessee. Yes. 
Mr. FOCHT. The gentleman from New York referred a mo

ment ago to the industrial activity of England. I assume that 
- the method employed, or a similar one proposed here has some

thing to do with stimulation of that activity. I was advised, 
much to my surprise, by a gentleman who knows as much about 
shipping as any person in the country that the exports from 
England are now greater than they were prior to the war. I 
would like to have the gentleman, if he has any such informa-
tion, confirm it. -

Mr. HULL of Tennessee. The chief concern with warring 
countries in the examination of imports and exports now is to 
see ·where the balance of trade is. 

Mr. FOCHT. That would have no result in the amount of 
exrJorts prior to the war and at the present time. They might 
have much more imports than they had before and still greater 
exports. . 

Mr. HULL of Tennessee. If the gentleman takes that ques
tion up, he is obliged to go back and allow for the increased 
values over the value of imports and exports before the war. 
You may find that the exports are now double in value those 
before the war, but if you look at the quantity you may find 
that they are less than they were before the war. It requires 
an investigation at the different stages as to the actual relative 
quantity and value. · 

Mr. FOCHT. I was hopeful to find through the methods here 
a possibility of the same stimulation that they. have had there 
because of the increased capital and the flexibility of the whole 
financial situation. 

Mr. HULL of Tennessee. I see the gentleman's poi_nt now, 
and it is a good one. 

Now, Mr. Chairman, this Government can adopt the stabiliz
ing method proposed in this bill, and I am not criticizing this 
method, but I am only urging that it should have been supple
menteu by the English and French methods. 

Mr. 1\IOOUE of Pennsylvania. Will the gentleman yield? 
Mr. HULL of Tennessee. Yes. 
Mr. MOORE of Pennsylvania. The Secretary of the Treasury 

did not approve the setting aside of ·a sinking fund or the re
tention of the bonds at par, as I recall it. 

Mr. HULL of Tennessee. I understand that. 
Mr. MOORE of Pennsylvania. The gentleman is advocating 

the French method, and I thought it was fair to the committee 
to say that the Secretary did not approve the adoption of this 
method. 

l\lr. HULL of Tennessee. That is true, but I hope to persuade. 
the Secretary that he ought soon to recommend it, and I say 
that for this additional reason. We have been preaching over 
this country that persons should purchase Liberty bonds and 
should not sell them; that the market ought not to be loaded 
and oppressed with sales when once purchased, whereas in this 
corporation bill we make one prime function of that corporation, 
to buy and sell bonds in order to stabilize the market. 

1\fr. Chairman, as to interest r ates, should the war go on for 
some time, as it bids fair to do, we will later see a general de
manu arise for higher rates of interest on , the loan to follow 
the coming one. I wish to say something on this subject pres
ently. Some persons say that a stabilizing method creates 
artificial interest conditions. On the contrary, it would remove 
or prevent an artificial interest and capital value situation 
created by the forced sales of a very small percentage of the 
total volume of bonds outstanding. England set aside each 
month one-eighth of 1 per cent of the total issue under her last 
long-term loan, which included $5,000,000,000 of new money anu 
about $5,000,000,000 of conversions, for the purchase of these 
bonds in the market when they went below par. During the 
past 12 months she has expended near $140,000,000 in this man
ner-$150,000,000 has been set aside-with the result that the 
fours have been at or above par most of the time, while the 5! 
per cents, subject to all income tax, have either been kept at 
or near enough to par as to create no injurious effects on her 
temporary or .forthcoming long-term loans. France has utilized 
almost the identical method, and it continues in operation with
out criticism. 

The best judgment of the GoYernment and of financiers in 
Englund and France has supported t his method as the most 

effective means of stabilizing their respective Governnient loans. 
Those Governments could have adopted the method proposed 
in this bill or any one of several others, but they still cling- to 
the plan which I have described, and experience has seemingly 
justified its wisdom and practicability. 1\fy individual judg
ment is that this bill should contain the provision now in it and 
also the English and French plan. It is obvious that with the 
forthcoming loan the amount of outstanding bonds will at least 
reach $10,000,000,000. From experience abroad, it will be neces
sary to purchase $150,000,000 annually for stabilizing purposes. 
The new corporation, I fear, will be too much engrossed in mak
ing advances in other directions, with the result that these pre
emptions of its resources will leave an inadequate amount with 
which to buy war bonds on the market and stabilize our loans. 
Combined with this additional method which I have described 
the corporation would then be in an attitude merely of supple
menting the purchases of the Treasury to such extent as might 
be deemed wise and necessary for stabilizing purposes. This 
combined plan would save considerable interest. The English 
method operates as a sinking-fund proposition to the extent of 
the bonds purchased. 

l\Ir. Chairman, referring again to our rising interest rates, t 
think it would be unwise to insert another conversion clause in 
the forthcoming long-term bonds. To continue to do so would 
result in swinging the entire volume of outstanding war debt 
to the highest interest level that will be reached during the 
course of the war. One may say that we could then refund 
into lower rates of interest in the course of some five year after 
the war. The answer to this is that no government will be 
able to refund twenty or thirty billion dollars within any short 
time at that stage. We might greatly profit here ·by the course 
and example of the English Government in dealing with a 
gradual and certain rising of interest rates at each successive 
loan stage. Her first long-term loan was floated in 1914 at 3! 
per cent; her second in 1915 at 4! per cent; during the latter 
part of 1916 the Government was being forced to pay 5! per 
cent on treasury bills of 12 months or less and 6 per cent on 
exchequer bonds of three years. The necessity for another 
large long-term loan to absorb some of the floating indebted
ness and to secure new money confronted the Government. 
There was u general clamor for higher interest rates on the new 
loan and sugg~stions upon every hand that it would have to 
bear around 6 per cent interest. This outcome was seemingly, 
inevitable. A new ministry came into power, however, in the 
meantime. 

The new treasury officials decided that the Government would 
take a band in shaping the course of the money market. They at 
once announced a discontinuance of the issue of any more short
term paper at 5~ per cent and 6 per cent. They prepared a pro
spectus of the new loan. This proposed two interest rates, in 
the alternative-one rate was about 51 per cent subject to all 
income tax; the other rate was determined by subtracting from . 
this higher rate the existing normal inj::ome tax rates, which 
fixed it at 4 per cent "with normal income tax compounded," 
but -subject to supertax. The supertax rates then, as now, 
ranged as high as 42! per cent. The loan campaign which fol
lowed in February was an immense success and the flotation of 
this loan at these rates is still pointed to as a great achieve
ment of the Government. To-day the English 4's subject to 
supertax are at a premium, while ours are under 97. Since that 
time English Government borrowing and disbursements have 
been the chief influence in the money market, and discount rafes 
have been following the rates at which treasury bills were t o 
be had. When the sale of three-month treasury bills at 5-! per 
cent was suspended in January, 1917, their market at once fell 
to 5 per cent. At the end of April weekly sales of three-month 
treasury bills at 4i per cent were inaugurated. On December 
27 the rate for three and six month treasury bills was lo"·ered 
to 4 per cent, and this brought down discount rates correspond
ingly. ·During the fore part of the present year three and six 
month treasury bills were sold as low as 3! per cent, while bank
deposit rates went to 3 per cent. It may be contended that the 
loans made to England by this Government made these interest 
reductions possible. Perhaps a suitable reply would be that 
England has during this time been obliged to take care of an 
unfavorable trade balance of $2,300,000,000 ; she has been obliged 
to maintain her international exchange situation, which re
quired the payment of a separate and higher interest rate than 
her domestic rates; she has during the past year loaned her do
minions nncl allies $2,000,000,000; she has also been struggling 
along under the burden of $24,000,000,000 indebtedness. It is 
also true th~t England did not float a larg.e amount of bonds 
abroad during 1Vl7. 

Then, l\Ir. Chairman, why should not our Gbvernment, as the 
chief factor in our moriey market, which it is. exercise its in
fluence to the extent consistent with our domestic t:omUtions, 
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with a, view to stabilizing the money lllnrket and keeping our 
interest level, not below a legitimate plane that would be fair 
to mvestors in the circtUILStances, but on what should be a basis 
reasonable to ·the Government, to the investors, and to the Ameli
can people liable for repayment of all Government obligations 
eontracted? I feel assured that our Government officials will 
do, and nre doing, their whole duty in this respect. The Gov
ernment he1ye, as It has elsewhere since the outbreak of the wary 
has necessarily put its hands on transportatio~ on most kinds of 
production, and in u way on labor. It embargoes both exports 
and imports. It has, in other words, become u factor in the 
labor market, in the production and prices of foodstuffs, in 
the manufacture and prices of all essential war supplies, in ship
building, and in the operation and rate making of all lines o:t 
transportation. It is u still larger factor in the money market. 
It is not only the bfggest borrower, but the biggest lender. 

I am not indicating my views as to bow high interest rates to 
the Government should go now or during the war, but I do em
phasize the view, not to say the necessity, that no high point to 
which interest rates arc bi<l up by a group of bankers or a group 
of other business men, or by any locality, for some temporary 
profit-11lll.king purpo e, should be allowed to control the fair 
interest leYel for the Government waging this great war in 
behulf of all cia es of people and of business. I am glad strongly 
to commen<l the Treasury's course thus far, and feel satisfied 
as to its future course. Let there be no profiteering in interest 
at the e:..-pense of the Government at this time of its dire need 
any more than in war supplies. With the Government tile ques
tion of borrowing money with which to prosecute the war is 
immediately followed by the close secondary problem of how 
to deal with the huge debt which will e..'tist at the end of the war. 

On September 13, in closing my remarks in support of the 
econ<l war bond-issue measure, I said: 

The motto of every citizen should be, ... To produce and to save." He 
should then be content to turn over to the Governmf!nt, if necessary, the 
mo.ximum amount of his profits and savings above the portion etrictly 
nccessar1 for personal and business requirements. If the war sho!Jld 
continue for another year or more, the extreme necessity for produClDg 
and saving with n view of aiding the Government to the fullest possible 
extent will later become far more appurent than now. 

May I, with emphasis, repeat this utterance? Th.is shoul<l not 
only be the motto of every citizen, but of every department, 
bureau, and division ·of the Government. Foreign governments 
at war, as I know ours has and will in every possible way, have 
long since inaugurated many new systems and methods of checks 
and balances on expenditures, including a system of expendi
ture 'Control in each department, with the result that large 
savings have been made without impediment or delay in the 
prosecution of the war. Some time ago the English Government 
caused an order to be sent throughout the army with respect to 
salvage. Salvage commissions to collect and deal with unservice
able material were appointed. In the reply made by Mr. Bonar 
Law for tbe Government in the House of Commons on January 
14, 1918, the following statement, among others, was made: 

Amongst the results achieved~ From waste fats collected from army 
camps alone have been produced (1) sufficient tallow to provide soap 
for the entire army, navy. and Government departments, with a surplus 
for public use, producing an annual revenue of $4.800,000, in addition 
to saving valuable tonnage; (2) 1,800 tons of glycerine for munitions 
sufficient to provide the _propellant for 18,000,000 18~pounder shells. 
The glycerine costs the Gove:rnmo?nt $300 per ton, as compared with 
$1,~00 per ton, the price of imported glycerine; (3) while. over $5,000,000 
worth of militury rags have been recovered and used m the manufac
ture of new cloth and blankets for the army. 

The fourth and last report of the expenditures committee 
shows that from technical investigations savings of $15,000,000 
on cordite contracts have resulted; also $175,000,000 on gun 
ammunition; $10,000,000 on gun equipment; and $5,000,000 on 
nircrn.ft. 

Ml.·. Chairman, may I divert from the bill long enough to say 
that England finally woke up to the iact that since her first 
advance toward Paris Germany's principal gains have been made 
by her propaganda system? England now has a minister of 
propaganda.. It was my view months ago that this Government 
should set aside $50,000,000 for legitimate propaganda work to 
expose and offset the German system and to present our true 
attitude and the real war situation to the people of Russia and 
ot several other countries where this work has bee-n sorely 
needed. 

In conclusion, Mr. Chairman. I most heartily support this bill 
ns the most desirable and efficient method of rendering financial 
o.ill so urgently needed. It will strengthen-not weaken-exist
ing financial agencies. We are approaching a severe test of 
our financial strength. We can and shall successfully stand 
that test. To do so with greate t ce1~ainty and safety, how
ever, a better anQ. fuller realization of the huge burdens to be 
met and borne must be nwaknncd in the minds of many citizens 
tmd bn. ine_s concerns. 

Some personal antl nones. ential business sneri.fices wm have to 
be made, just us in other countries at war. Our war industries 

, and our allies, for example, must have ndeqnatc fuel, even at the 
expense of the expansion of nonessential concerns. 

All that is ~aluable and dear to humanity is at stake in this 
war. The achievements of hundreds of years in , the higher,. 
greater, and better development of government, education; 
Christianity, finance, commerce, and civilization itself bang in 
the balance. The Anglo-Saxon race :fighting for the allied c..'luse 

·will not let them be stricken do-wn. The outcomE is not in 
doubt. I have had, and now ba\'e, the firmest and most unalter
able faith in nctory. We can, we must, we hall win. [Ap
plause.] 

APPENDIX. 
FnAYCil.. 

GOVBRX:UEX'r CO.''IROL Oil' ISSC& 017 SECUlllTlE:S BY PRIVATE COJU>OIUTlONS. 
On May 31, 19!6, the French Parliament passed the followin ... "law 

restrictin"' the right of issuing securities during tb continuanc~ ot 
hostilities" (Journal Officiel, June 1, 1910, p. 4854; Legislation de Ia 
guerre de 1914-1916, vol. 4, p. 209) : 

" SEc. 1. The issuing, advertising. placing on ale, or lntrodncing 
into the market in France of bonds or otlle• securities of foreign gov
ernments or of stock or shares of whatever nature ot French or foreign 
cities, corporations, or companies is forbidden from the date of the 
publicntion of tllis law until such time as shall be determined by a. 
decret> in council of the ministers after the cessation of hostilltles. 

"Tills provision, however, is subject to ID(}dlfication by orue1· ot 
the minister of finance. 

"Sr:c. 2. Infractions of this law shall be punishable by imprison
ment for not less than slx months and not more than one year and 
by a fine of 1,000 to 10,000 francs; in case of a scc(Jild offense by 
imprisonment for not less than one and not more tllan two years and 
by a fine of 10,000 to 25,000 francs. 

"Section 463 (this section provides thnt when1 in the cas ef a. pe~son 
convicted of cnme the jury tl.nds extenuating circumstane , the 
penalty shall be modified in a certain manner, as set forth in the laws 
of May 13, 1863, Nov. 27, 1870, and Oct. 26. 1888) of the Penal Code 
shall apply to this law." 

Two months after its passage the law of May 31, 1916, received nn 
official interpretation from the minister of finance, in reply to a question 
put to him in the Chamber of Deputies by M.. Bergeon. 

The question was. Whether the law of May 31, 1910, ts infringed 
by such companies as increase their capital without appt>aling to credit 
or publicity, but by inserting in a newspaper a notification of the 
calllng of an extraordinary general meeting for the purpose of increas
ing the company's capital. 

The reply was, The provisions of the law of May 31, Ul10, plaee 
no obstacle in the way of the fulfillment by the companie of legal 
or statutory formalities requiJred for the issue of additional stock. 
Tbe placing of this stock, however, if el!ected by an appeal to the 
public or through publicity, :falls under the ban of the lnw. 

GERM.Al\Y. 
GOVEUX:UE~T CO:STROIJ OF ISSUE OF SECURITillS ny PRIV~ CORPOllATlO::.S. 

[Proclamation of Mar. 8, 1917, relating to Government ~ontrol or the 
Issue of bonds or preferred stock (Reicbs-Gesetzblatt 1017, p. 2!!0).} 
The Bundesrath, by virtue of the power vested tn it by se-ction 3 of 

the act of August 4, 1914 (RGB., p. 327), authorizing the nundC'srnth to 
adopt economic measures, does hereby procirum the following order : 

,. SECTION L Until further nottce bonds issued within the Empire ot 
a definite nominal value payable in money, which, in the proportion o1: 
such nominal value to the entire indebtedness give to tht>- bondholders 
substantially equal rights, may not be put in circulation unl ss nu
thorized by the Government. With respect to bonds payable to bea.rer; 
the existing provisions of law remain in force. 

"Until further notice companies within the Empiro may not issue 
preferred stock which entitles the bolder to a. definite maximum dlvidend 
fixed in advance unle s authorized by th~ Government. 

" SEc. 2. Such authorization may be given by the ce.ntml authorities 
of the Statt> in whose territory the person issuing the bonds bns his 
domicile! or his industrial establishmen:t, 1rr tn which the eompany has its 
principa place of business. 

" The validity of the bonds or o! the stock shnll not he- affected by 
the want of such anthorization. 

" SEc. 3. Whoever, contrary to the provisions of sedlon 1 of this 
order, issues bonds or stock without the authorization of the Govern
ment, or nets contrary to the conditions aceompanying web authoriza
tion, shall be punished by a tl.ne not exeeedlng one-fifth of the nominal 
value of the bonds or stock which have been tssued without the au
thorization of the Government,. or with referenee to which the condl· 
tlons imposed have been violated; the minimum fine shall be 1,000 
marks. 

" SEC. 4. The foregoing m·dcr sba.ll take etrect on the dny of its 
promulgation. The imperial chancellor may determine wheu this order 
shall cease to be eJfeetive." 

STATE CO~TUOL on:n EST.\.BLISll!dE:ST AKD E.X.TKNSJON Oi' COllPANIES I:S 
GERUANY. 

[From Bon.rd of Trade Journal, Dec. 6, 1917, p. 517.1 
.According to the Deutscher Relchs.anzeiger (Berlin) of November G, 

n. lllundcsratb order, dated November Z l'equlres until further notice the 
con ent of the State governments fo-r : 

" 1. The establishment of a share company or llmttcd ~ompany with 
more than 300,000 marks (about £15,000 nt par exchange) of original 
capital. If shares are issued at a pre:mlom the actual issue prlce is 
the one to be- considered. 

" 2. Any decision to make sueb ftll increase ln the original capital 
o:f a: shn.re company or limited company founded after November 5, 1917, 
as wm bring the- original eapi~'l.l of such a <:o.mpany up to more than 
300,000 marks; and nny decision to make such a.n increase in the 
original capital of a shru·e company or limited company rounded before 
Novembex· 5, 1917, as will bring. tile total additions since- that date 
to tbc original capital of uch company up to more than 300,000 mark.s.. 
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"3 . .Any decision to issue partiripating certificates conferring a claim 

upon tbe dividends of a share company or limited company, or upon a 
share of the property of such company in the event of its dissolution." 

The State government competent to grant the requisite permission in 
any particular case is tlle Government in whose territory the company is 
question is establisbell or is to be established. The imperial chancellor 
is authorized to prescribe that the consent may be granted only in 
agret>mt>nt with himst>lf or with an authority specified by him. 

A rt>gulation, datt>d November 2, jssued by the imperial chancellor 
undH· this order, prescribes that the consent required by the order shall 
be grantee}. by the State governments only in agreement with the 
directorate of the imperial bank. 

GOVERN.liE::'f'I CONTROL OF ISSUE OF SECURITIES IN CANADA. 

[Text of orders in council Dec. 22, 1917 ; Jan. !), 1918.] 
CANADIAN OI!DEP. IN COUNCIL, DATED DECE:\1BER 22, 1017. 

Whereas it IS advisable that the Canadian investment market should 
be conseryecl to facilitate the borrowing of the large s.ums of money that 
will be required for the prosecution of the war and to enable His Ex
cellency's Government, if need be, to fully avail it elf of the loaning 
capacity of the country for the paramount purposes of national defense, 
and tha t the impairing of the market should be prevented by forbidding 
the offering and ~ale thereon of securities for raisi);lg money for pur
poses the execution of which may, in the public interest, be postponed 
until peace has been restored, provision being made for the issue by 
the minister of finance of a certificate permitting the offering anll sale 
of such securities as the said minister shall deem proper to except from 
such prohibition ; 

Therefore His Exc~llency the Governor General in council. on the 
r ecommendation of the minister of finance and under the provisions of 
the war-measures net", 1914, is pleased to enact the following regulations, 
and the same are hereby made and enacted accordingly : 

1. It shall be unlawful within Canada, by or on behalf of any provin
cial, colonial, or fol·eign government, Il)Unicipality, commission, local 
governm ent, institution, corporation, or incorporated company to issue, 
sell, ofi'Pl", or advertise for sale any bo:::tds, debentures, or other securities 
evidencing an obligation to repay money borrowed, which may hereafter 
be i s:;;uPd by or on behalf of any such colonial or foreign government, 
munici pality, commission, local government, institution. corporation, or 
incorvorate!l company as aforesaid, or any shares which may hereafter 
be issued of the capital stock, whether preferred or common, of any 
such co r·pora.tion or incorporated company, or to purchase or agree to 
purchase any of the bonds, debentures, or other secmities or shares of 
capital stock aforesaid, unless the offering and sale thereof within 
Cann!ln shall have been first approved by the minister of finance by his 
certificate of approval in writing: Provided, That nothing herein shall 
affect tbe issue, offering, advertising, sale, or purchase of any bonds, 
debentures, or securities of the .Government of Canada, or the trading in 
any bonds, debentures, securities, or shares of capital stock heretofore 
issued and placed upon the market, or which shall have been originally 
issuetl and placed upon the market with the approval of the minister of 
ilnance evidenced by his certificate as aforesaid. 

2. Any issue or sale made in contravention of the foregoing prohibi
tion sball be deemed to be in exct>ss of the authority of the provincial, 
colonial, or . foreign government, municipality, commission, local govern
ment, institution

1 
corporation, or incorporated compan:y on behalf of 

which the same IS made, and may be restrained by action at the suit 
of the attorney ~eneral of Canada in the public interest; and, moreover, 
any person issmng, selling, or offering or advertising for sale or pur
chasing or agreeing to purchase an{ such bonds, debentures, or other 
securities, or any shares of capita stock so issued, sold, offered, or 
advertised for sale, without the certifitate of approval hereinbefore re
quired, shall be guilty of an offe~:se, and shall be liable, on summary 
conviction before two or more justices under the procedure prescribed 
by Part XV of the Criminal Code, to imprisonment for a term not 
exceeding one year or to a fine not exc-eeding $5,000, or to both im
prisonment and fine, in the discretion of the tribunal. 

3. For the purposes of the foregoing regulations the words " sale," 
" sell," and "purchase," and their parts, shall be held and interpreted 
to include mortgaging, pledging, or parting with any right or interest in 
consilleration of money, or, as the case may be, acquiring, by way of mort
gage, pledge, or otherwise, any right or interest in consideration of money. 

CANADIAN OUDEU IN COUNCIL, DATED JA~UARY 9, 1918. 

Whereas the minister of finance reports that be is informed that 
securities have been issued and sold without the certificate of approval 
required by the regulations ena~ted by the order in council of the 22d 
clay of December, 1917 (P. C. No. 3439), such issues having been made 
and securities sold and purchased by the parties concerned without 
knowledge on their part of the said regulations ; and 

Whereas in the case of these issues there woultl have been no objec
tion, in the public interest, to the granting of a certificate of approval 
it it ba·d been applied for, and as the effect of the said order is to 
make the securities illegal and the several parties liable to penalties, 
and as there may be other causes of a similar nature of which the 
minister of finance bas not been advised, or which may .arise in the 
future, it is therefore deemed desirable that the regulations should be 
amended and the following regulations enacted fmd made : 

. Therefore his excellency in council, on the recommendation of the 
minister of finance and in virtue of the powers in that behalf -conferred 
by the war-measures act, 1914, or otherwise vested in the governor 
general in council, is pleased t;o make the following regulations and the 
same are hereby made and enact£d accordingly. 

REGULATIOXS. 

1. Notwithstanding any provisions to the contrary in the r egulation 
enacted by the order in council of the 22cl of December~ 1917 ~P. C. 
3439), the minister of finance shall have ?ower to give nis certificate 
of approval for the c.ffering and sale withm Canada of any bonds, de
bentures, or other securities or shares of capital stock referred to in 
said regulations after the same have been issued, offered, advertised for 
sale, sold, purchased, agreed to be purchased, mortgaged, or pledged, or 
any right or interest therein bas been parted with or acquired, and such 
certificate, or proper evidence of the issue thereof, shall be conclusive 
evidence that the offering and sale within Canada of the bonds, de
bentures, or other securities or &hares of capital stock mentioned in 
such· certificate was duly authorized and approved by the said minister; 
and that the issuing, offering, sale, advertising for sale, or otherwise 
dealing with such securities or shares, or any right or interest therein, 
was not done in contravention of the said regulations, and did not 
constitute an offense thereunder. 

2. The minister of finance may grant his certificate of approval, as 
aforesaid, -with respect · to any bonds, debentures, or other -securities ·or 
shares 'lf capital stock .referred to in the said regulations which have 
been o1 may be issued on or after the said 22d day of December, 1917. 

3. The powers conferred upon the minister of finance by the saiu 
reg~l3:tions an!'J. by these ~egulations may also b~ used and exercised by 
a ;m!-mster actmg for, or, If the office is vacant, m the place of, the said 
llllmster, and also his successors in such office and his .or their lawful 
oeputy. 

ENGLAND. 

GOVER~MEXT COXTROL OF SECURITY ISSUES. 

The Government control or regulation of security issues in the Unltell 
Kingdom is effected to a large extent through the London Stock Ex
change. - A:s a condition of reopening the stock exchange the treasury 
mall~ public a memor-andum dated December 24, 1014, approving the 

, opemng of the stock exchange from January 4, 1915, subject to certain 
- i~f[~~i~ons which the treasury therein imposed. One restriction is as 

"No dealings shall be allowed .in any new issue made after January 4, 
1915, unless specially allowed by the committee and approved by th-e 
treasury." 

Another provision of this memorandum was as follows : 
" It should further be borne in mind that many of the transactions 

w~ich th~ rules ace designed to preve~t are illegal under the trading
With-the-enemy acts and proclamations or under the common law." 

These various acts are then cited in the footnotes. On January 27, 
1915, the treasury announced that the chancellor of the exchequer had 
appointed a committee to consider and advise upon applications received 
Dy the treasury for approval of fresh issues. The committee consisted 
of five persons, one of whom was the governor of the Bank of England 
anll another a member of the board of trade. 

On January 19, 1915, the treasury made the following announcement 
as to control of fresh issues of capital : 

" In connection with the reopening of the stock exchanges the treas
ury have hall under consideration the general conditions under which 
new issues of capital in the United Kingdom can be permitted during the 
continuance of the war. · 

"It appears to the treasury that in the present crisis all other consid
erations must be subordinated to the paramount necessity of husbanding 
the financial r esources of the country with a view to the successful 
prosecution of the war. Acco.rdingly, they wish it to be understood 
that until further notice they feel it imperative in the national Ipterest 
that fresh issues of capital Ehall be approved by the treasury before they 
are made. 

" Treasury approval will be governed by the following general condi-
tions: . 

" ( 1) I ssues for undertakings carried on or to be carried on in the 
United Kindgom shall only be allowed where it is shown to the satisfac
tion of the treasury that they are advisable in the national interest. 

"(2) Issues or participations in issues for undertakings carried on or 
to be carried on in the British Empire overseas shall only be allowed 
where it is shown to the satisfaction of the treasury that urgent neces
sity and special circumstances exist. 

"(3) Issues or participations in issues for undertakings carried on or 
to be carried on outside the British Empire shall not be allowed. 

" ( 4) The treasury will not in ordinary cases insist upon the above re
strictions where issues are required for the renewal of treasury bills o.::o 
other short instruments held here and falling due of foreign or colonial 
~overnments or municipal corporations or railways or other undertak-
mgs. ' 

"All applications should be made in the first instance to the treasury. 
The treasury will not be prepared to approve under paragraph 4 (3) of 
the temporary regulations for the reopening of the stock exchange (a) 
any dealings in new issues wh.icb have not been approved by the treasury 
before they are made." 

On January 29, 1915, the following treasury notice as to control of 
fresh issues of capital was issued : · 
- "The approval of the treasury should be obtained for all these issues 

of capital of whatever nature, whether made on behalf of a Government, 
municipality, or other public body, or any company, whether public or 
private- Treasury approval is not required for calls of installments on 
shares, stock, debentures, or bonds already issued. 

"All applications for approval of fresh issues should be addressed to 
the Treasury, the envelope being marked "Capital issues." In order to 
save delay and reduce correspondence to the minimum it is desirable 
that the fullest particulars should be given in each case." . 

On March 25, 1915, the following circular letter of the local govern· 
ment to local authorities as to approval of fresh issues of capital was 
made public : 

a BOUROWING BY LOCAL AUTHORITIES. 

"Sm: In their circular letter of the 11th instant, the local govern
ment board referred to the decision of the lords commissioners of His 
Majesty's treasury to restrict capital issues by local authorities within 
the narrowest limits: (a) It was pointed out in the same circular letter 
that labor should be economized by local authorities as far as possible 
and that the inception of new works, except such as are of pressing 
necessity either for reasons of public health or on account of war re
quirements, st.ould be avoided. 

"The board have been in communi<;ation with their lordships in re
gard to this matter ai).d it has now been arranged, in order to meet the 
convenience of local authorities and to avoid duplication of labor, that 
the sanction, approval, or consent of the local government board to any 
borrowing under powers conferred by public general acts or by local 
acts or provisional orders, under which such sanction, approval, or con
sent is required, shall suffice without any further approval by the treas
ury where-

"(a) The sanction, approval, or consent has been given on a date sub
sequent to the 12th instant; and 

"(b) The money proposed to be raised is to be raised otherwise than 
by the issue of stock, bonds, or bills. 

" Where a local authority hold a sanction, approval, or consent of the 
board" of an earlier date than the 12th instant which has not yet been 
acted upon, whether wholly or in part, no further action must be taken 
upon it without a further sanction from the board authorizing the action 
unless the money is to be raised by the issue of stock, bonds, or bills, 
when the consent of the treasury must be obtained instead of the further 
sanction of the board. 

"The treasury have further decided that their approval will not hence
forth be required for the renewal or replacement by local authorities ot 
mahuing mortgages. 

"With respect to th~ statement in the board's circular letter, to 
which reference ls made in the first paragraph above that it has become 
necessary to avoid the inception of ail new works except such as are 
of pressing necessity, either for reasons of public health or on account 
of war requirements, it must be understood that these terms will be 
construed in their strict sense. · 
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•· Cons(XIucntly, before any application is nmde to the board with a 
view to the immediate execution of work , local authorities should fully 
satisfy them. elres that they can show that the expenditure can not be 
avoided, postponed, or reduced. Any application should be accompanied 
by a statement of the facts upon which the local authority rely to prove 
these point . 

·• The trealilnry arc anxious that. the attention of local authorities 
should be particularly drawn to the fact that economies and restrictions 
on borrowing a.re po sible not only as regards new works but also as 
regards works iu progres . As regards these latter, H will frequently 
be found possible by arrangement with contractors or otherwise to post
pone works or part of them or to eularge the period allowed under 
rontract for their completion. In any case in which an application for 
sanction to this board or to the treasury is necessary, where works 
are in progre s or are the ubject of a contract, it will be n.eeessary to 
demonstrate that every possible effort has been Illilde in this direction 
b.efore the extent of the application has been finally determined upon." 

On May 18, 1915, the chancellor of the exchequer was asked in the · 
House of Commons whether he was aware that the treasury baB no 
power to prevent the registration of a new joint stock company in 
regard to which it has refused to approve the issue of the capital 
with which it propo~s to operate,' and whether he proposes to ask 
Parliament for power to prohibit the issue of such capital. The follow
ing answer was given~ 

"Tbe treasury have no legal power to make their disapproval of 
fresb lssues of capital elrective, and the Government do not propose 
to eek such power at the present time. I do not, however, consider 
it probable that 1n present circumstp.nces promoters will persist in 
propositions of which the trea.sury have expressed disapproval, or that 
if they do persist, such propositions will be supported by the public. 
Should they do so, the question whether any advantage they may thereby 
obtain over tbos~ who have been content to be guided by tbe rules 
laid down should not be counterbalanced by special tiseal burdens will 
not fail to receive careful consideration." 

lli. MOORE of Pennsylvania. Does the gentleman :from 
North Carolina expect to proceed any f-urther to-night? 

Mr. KITCHIN. Has the g~ntleman anyone who desires to 
speak now? · 

Mr. MOORE of Pennsylvania~ We had intended to yield some 
time to those in opposition to the bilL The gentleman from 
Pennsylvania [Mr. McFADDEN] is here, also the gentleman from 
New York [Mr. PLA'IT], and the gentleman :from California {Mr. 
HAYES] ha.s made some arrangement in behalf of these gentle
men. 

.Mr. KITCHIN. Do these gentlemen desire to be heard to
night? 

Mr. McFADDEN. 1\Ir. Ch:llrman, it is now 6 o'clock, and 
there are only about 30 gentlemen in the room, and I think it is 
time to adjourn. 

Mr. KITCHIN. l'tlr. Chairman, I mm·e that t11e committee <1o 
now rise. 

The motion was agreed to. 
The committee accordingly rose; and the Speaker having 

resumed the Chair, Mr. GARRETT of Tennessee. Chairman of the 
Committee of the Whole House on the state of the Union, re
ported that that committee had had under consideration the 
bill H. R. 1060S, the war finance corporation bill, and had come 
to no resolution thereon. 

MESSAGE FROM THE SE..~ATE. 

A message from the Senate, by Mr. Young, one of i clerks, 
announced that the Senate had passed bill of the following 
title, in which the concurrence of the House was requested: 

S. 3799. An act granting pensions and increase of pensions to 
certain soldiers and sailors of the Civil War and certain widows 
and dependent relatives of such soldiers and sailors. 

The message also announced that the Senate had agreed to 
the amendments of the House to the bill (S. 1854) to save day
light lilld to provide standard time for the United States. 

The message also announced that the Senate insisted upon its 
amendments to the bill (H. n.. 9867) making appropriations to 
supply urgent deficiencies in appropriati{)ns for the fiscal year 
ending June 30, 1918, and prior fiscal year on account of war ex
penses, and for other purposes, :md had ordered that Mr. ::I'lrARTIN, 
Mr. UNDERw-ooD, and Mr. ·w ARBIL~ be the conferees on the part 
of the Senate. 

ENllOLIJID BILL SIGNED. 

The SPEAKER announced his signature to enrolled bill of the 
· following title : 

S. 1854. An act to save daylight and to proviue tandard time 
for t11e United States. 

SENAIE BILLS IlEFERRED. 

Unuer clause 2 of Rnle XXIV, the following bills were taken 
from the Speakers table and referred to their appropriate com
mittee , as indicated below : 

S~ 4099. An act to amend and reenact section !J200, Revised 
Statutes of the United States; to the Committee on Banking and 
CmTency. 

S. 3476. An act to authoTize extension of·a spur truck or siding 
from the existing lines of raili·on.d in the District of Columbia 
aero s First Street NE., between L and M Street. , to the build-

ings occupied by the field medical supply depot of the Army ; to 
the Committee on the District of olumbia. · · 

S. 379S. An act granting pen lon and increa c of pension · to 
certnin soldiers and sailor of the Regular Army and Navy and 
of wars · other than the Ch·il War, nnd to certain widow and 
dependent relatives of uch soldier and sailor ; to the om
mittee on Pensions. 

S. 3799. · An act granting pensions an<l increa e of pensions to 
certain soldiers and sailors Of the Civil \Var an!l certain wiUows 
and dependent relatives of such soldier and ailor ; to the Com
mittee on Invalid Pensions. 

LEAVE OF AU E_-{'E, 

By unanimous consent, lem-e of absence wa granteu to Mr. 
SCHALL for 10 days, Qn account of important busines!i. 

OJlDEn. OF BUSINESS. 

Mr. KITCHli~. 1\Ir. Speake1·, I ask unanimous con:!!ent that 
the business in ol'der on Monday next, the Calendar for Unani
mQus Consent, be dispen ed with, that the bill H. R. lOGOS be in 
order on that day, and that the bnsine s tn order en lionday 
under the Calendar for Unanimous Consent be tra•s!erred to 
the Saturday following. 

The SPEAKER. The gentleman from North Carolina asks 
Ullil.nlmous consent that the busine in order on Monday next 
under the Calendar for Unanimous Consent be dispensed with 
nnd transferred to the following Saturday and that the War 
Finance Corporation bill be . in order on lionaay. Is there ob
jection? 

Mr. MOORE of Pennsylvania.. Mr. Chairman, I have no ob
jection to that, except that I would like to know whether the 
gentleman proposes to use all day Monday in general debate 1 

1't1r. KITCHIN. Yes. I am going to make an anangement 
about that afterwards. 

Mr. NORTON. I would like to ask the gentlemaa llow long 
he expects it will take before we finish this bill? 

Mr. KITCHIN. We hope to finish the bill by Tuesday night. 
I regard it as important that we should take l!e.nd.ay for the 
consideration of this bill, and that we should transfer the busi
ness in order on Monday to Saturday, in crder that that cal
endar may be considered. Following the consideration of this 
bill it has been agreed and understood that t11e lloen bil1, in
creasing the pay of the postal employees will be taken up and 
considered. Between now and March 26 we will lmTe to pass 
an{)ther bond bi~ and it is important that this bill should be 
gotten out of the way, so that we can take up the boni bill at the 
earliest possible moment, because the liberty loan ca•paign will 
begin on April 6, and some printing concerning it mmst be had. 
I think this bill ought to follow right along until we ilni~h it. 

Mr. STAFFORD. Mr. Speaker, reserving the ri::ht to ob
ject, I suggest that the gentleman make hl!5 request that the 
business in order on Calendar Monday be transferreCI to Satur
day only as to unobjected bills. I make that suggestion for 
this reason : A great many Members of the House, a.:!! the gen
tleman well knows, are from nearby districts arul leaTe the -city 
on Friday night. 

If the agreement is that business in order on Monday will be 
transferred to the :following Saturday, that would brjng up 
important mntters that wonld be controverted under suspension 
of the rules. There is a large Unanimous Consent Calendar at 
present, but on no call of the calendar since the convening of 
this Congress has that calendar been completed. 

Mr. KITCHJ:l\[. You mean, to confine it to uiULnimous con-
sent? 

Mr. STAFFORD. Unobjected to. 
l\1r. KITCHIN. That is, motions for suspending t11e ru1cs? 
Mr. STAFFORD. Yes. 
Mr. KITCHIN. · I will modify that, Mr. Speaker. 
The SPIDAKER~ How does the gentleDlllll mo<lify it? 
Mr. KITCHIN. I modify it by moving that business on the 

Unanimous Consent Calendar and business on next :Monday be 
dispensed with, and fhat unanimous-consent bills-that is, bills 
on the Unanimous. Consent Calendar onlyJ unobjected to-be 
called on Saturday next. 

The SPEAKER. The gentleman from North Carolina nsks 
unanimous . consent that the business })roperly coming up next 
Monday, unanimous consent and suspension of the rules and 
motions to discharge committees, be transferred to next Satur
day, and that on next Saturday that no bills on the Unanimous 
Consent Calendar shall be onsidered except tho e unobjected to. 

Th·. KITCHIN.. In other words, the busine on Saturday be 
confined to the Unanimou. Consent Calendar? 

The SPE~. That bu iness on next Saturday shall be 
confined to the Un!tilimous Consent Calem;lar. 

1\lr. ST.AFFORD. That the order for next Saturday shall be 
bill on the Unanimou Consent Oalemlar, an<l that bills may be 
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considered on the Unanimous Consent Calerulor that are not ob- 'I · , -REPORTS' OF CO~fl\ll'l'TEES O)l PUBLIC BILL_~':> .Al:'.'D 
jected. to. RESOLUTIONS. 

1\II:. · NORTON. Mr. SpeakeT, a parliamentary inquiry. 
Mr. GARllE'l'T of Tennessee. l\1r. Speaker, I ask unanimous 

consent that the business that would be in order under the g-en
ernl rules of the House next Monday be dispensed with. 

The SPEA,.KE.R. Does the gentleman from North Carolina 
[1\Ir. KITCHIN] yield'? . 

l\Ir. h.'TTCHIN~ · I will adont that suggestion and make that· 
request. 

Mr. CRISP. Mr. SpeakeT, I will object to that request. 
1\fr. KITCHIN. Mr. Speaker, I ask unanimous consent that 

the business that would be in order next Monday under the rules 
be dispensed with, and that the bills on the Unanimous Consent 
Calendar be considered on the Saturday following, but that no 
motion to suspend the rules shall be made on that day. That 
gets "\\hat you are after. 

The SPEAKER Does that satisfy the gentleman from Wis· 
con sin [J.\.fr. ST.A.FFOnD J ? • 

1\fr. STAFFORD. T·hat meets the request of "the gentleman 
from Wisconsin." 

The SPEAKER. Why did you not say so? 
Mr. STAFFORD. Because it was not submitted before, 1\Ir. 

Speaker, in that form. 
The SPEAKER. The gentleman from North Carolina [l\Ir. 

K.rrcrrrN] asks unanimous consent that the bi11s in order on 
next Monday be transferred to next Saturday, and that next 
Saturuay nothin" excep-t the Unanimous Consent Calendar shall 
be considered, and that no·motion to suspen<l the rules or a mo· 
. tion to discharge committees shall be considered. Is the.I:e ob· 
jection? [After a pause.] The Chair hears none. -

INDUSTRIAI, CREDITS-'-LIMIT OF GENERAL DEBATE~ 

l\Ir. KITCHIN. Now, I want to see if we can not agree that 
all general . debate on the War Finance Corporation bill be 
closed when the . committee 1ises on next l\Ionday. I will not, 
of course, make the motion that the committee should rise 
before 5 o'clock anyway. 

lllr. l\lOORE of Pennsyl'nmia. l\Ir. Speaker, the· gentleman 
from IDchigan left u. long list of those who desired to speak in 
general debate. I presume it will run over four or five hours. 
If the gentleman thinks we can get through on Monday, so that 
all these gentlemen may be nccommodated--

l\lr. KITCHIN. I will not move to rise until we do get 
through. · 

1\'Ir. l\IOORE of Pennsylvania. All right. 
The SPEAKER. The gentleman from North Carolina asks 

unanimous consent that general debate shall be limited by the 
rising of the committee on Monday afternoon next. Is there 
objection? 

There was no objection. · . 
l\Ir. KITCHIN. , That is general debate, and if we do not go 

under the five-minute rule for considering amendments on !\Ion· 
day, had we not better meet at 11 o'clock? 

l\1r. LONGWORTH. The gentleman has cn.lled a meeting' of 
the committee at 10 o'clock a. ~ Will he be able to finish? 

~.r. KITCHIN. Oh, yes; because we will meet in this room. 
The SPEAKER. Is thm:e objection? [After a pause.]' The 

Chair hears none. 
HOUR OF MEETING ON MONDAY. 

Mr. KITOHIN. Mr. Speaker, I ask unanimous consent that 
when the House adjourns to-day it adjourn to· meet at 11 o'clock 
on Monday. 

The S.PEAKER. Is there- objection? 
There was no objection. 

ADJOUTINMENT. 

l\Ir. KITCHIN. 1\fr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly. (at 6 o'clock and 9 
minutes p. m.) the House, under its previous order, adjourned 
until Monday, .March 18, 1918, at 11 o'clock a. m. 

EXECUTIVE COI\Th1UNICATIONS, ET.C. 

Under clause 2 of Rule XXIV, a letter from the Secretary of 
tb.e Treasury,. transmitting copy of a communication of the 
president of the- Board of Commissioners of the Dish·ict of 
Columbia of the 14th instant submitting revised estimate of 
schedules of salaries for teachers and certfi.in officials of the 
public _schools of the District of Columbia for the fiscal year 
ending June 30, 1919~ amounting to $2,312,800 (H. Doc. No. 976), 
was taken from the Speaker's table, referred to the Committee 
on Appropriations, and ordered to he printed. 

Undet~cl~use 2 of Rule XIII, 
1\Ir. HARDY, from the Committee on the l\1erchant Marine 

and Fisheries, to which was referred the bill ( S. 1545) to amend · 
the act of l\Inrch 3, 1913, entitletl "An act to regulate the offi
cering :md manning of vessels subject to the inspection laws of 
the United. States," reported the- same without amendment, ac
companied by a report (No. 389), which said bill and report 
were refel'l'ecl to the House Calendar. 

REPORTS OF COMMITTEES (h'i PRIVATE BILLS AND 
RESOLUTIONS. 

Under clause 2 o! Rule XIII, 
1\fr. MAYS, fi:om the Committee on the Public Lands, to which 

was refen·ed the bill ·(H. R. 8444) fon the relief of Ira G. Kil· 
patrick and Guy .D. Dill, reported the same with amendment, 
accompanied by a repot·t (No. 388), which said bill and report 
were referred to the Private Calendar. 

CHANGE OF REFERENCE. 
Under clause 2 of Rule XXII, the Committee on Pensions "\\US 

discharged from the consideration of the bill (H. R. 10300) 
granting an increase of pension to Mary J. Spate, helpless child 
of Joseph Spate, and the same was referred to the Committee 
on Invalid Pensions . 

PUBLIC BILLS, RESOLUTIONS, . Al\TD MEMORIALS. 
Under clause 3 of Rule XXII, bills, resolutions, and memorials 

were inb.·oduced and severally referred as follows : 
By Mr. CRA.l\ITON: A bill (H. R. 10782) to amend section 2 

of an act entitled "An act to amend section 4131 of the Revised 
Statutes of the United States, to improve the merchant marine 

, service and thereby also to increase the efficiency of the Naval 
Reserve, and for other purposes," as amende<! ,bY act appro\'ed 
October 22, 1914; to the Committee on Interstate and Fc=~ign 
Commerce. 

By Mr. PADGETT: A bill (H. R. 10783) to authorize the 
Secretary of the Navy to increase the facilities for the proof 
and test of ordnance material, and for other purposes; to the 
Committee on Naval Affairs. · 

By Mr. CRAMTON: A bill (H. R. 10784) to amend section 314 
of an act entitled "An act to authorize the establishment of a 
Bureau of War Risk Insurance in the Treasury Department," 
approved September 2, 1914:, as added to said act by an act ap
proved October 6, 1Dl7; to the Committee on Interstate and For
eign Commerce. 

By Mr. BACHARACH: A bill (H. R. 10785) to amf'nd an act 
entitled «An act to authorize the issue to States and Territodes 
and the District of Columbia of rifles and other property for the 
equipment of organizations of borne guards," appro;~ed June 14, 
1917; to the Committee onl\1ilitary Affairs. 

By Mr. GRAHAM of Pennsyivaniu: A bill (H. R. 10786) to 
confer jurisdiction on the Court of Claims; to the Committee on 
the Judiciary. 

By Mr. FIELDS: A bill (H. R. 10787) to prevent the charge 
of exorbitant fees by agents or attorneys in the collection of 
war-risk insurance, and for other purposes ; to the Committee 
on the Judiciary. 

By Mr. MORGAN: A bill (H. R. 10788) to provide relief for 
the producers of wheat in the year 1917, and for other ·pur
poses ; to the Committee on Agriculture; 

By Mr. PORTER: A bill (H. R. 10789) to authorize the eoin· 
· age of 2-c~nt pieces, and · for other purposes; to the Committee 
on Coinage, Weights, and Measures. 
- By Mr. RAKER: Resolution (H. Res. 282) for the immediate 
consideration of House bill 10587; to the Committee on Rules. 

PRIVATE BILLS AND RESOLUTIONS. 

Under clause 1 of Rule XXII, private bills and resolutions 
were introdu-ced and severally referred as follows: 

By l\Ir. ASHBROOK: A bill (H. R. 10790) granting an in
crease of pension to \Vel come Ashbrook; to the Committee on 
Invalid Pensions. 

By Mr. BRUMBAUGH: A bill (H. R. 10791) granting a pen
slim to William J". Riley; to the Committee on Pensions. 

By Mr. DILLON: A bill (H. R. 10792) for the relief of Wil
liam H. H. Lee; to the Committee on Military Affairs. 

Also. .. a bill (H. R. 10793) granting an increase of pension to 
Samuel H. Elton; to the Committee on Invalid Pensions~ 
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By ].!r. DYER:· A. bill (H. R. 10794) granting n. pension to 
Knthrinu Balthasar; to the Committee on Invalid Pensions. 

By l\Ir. ESCH: A bill (H. R. 10795) grunting an increase of 
pension to William P. Visgar; to the Committee on Im·uli<l 
Pensions. 

By l\.Ir. FIELDS: A bill (II. R. 10796) granting an increase 
of pension to .John l\1. Ison; to the Committee on Pensions. 

By l\Ir. GODWIN of North Carolina: A bill (H. R. 10797) 
granting an increase of pension to Thaddeus Clark; to the Com
mittee on Invalid Pensions. 
· By l\Ir. HAYES: A bill (H. R. 10798) granting a pension to 

Emma K . .Jacobs; to the Committee on Pensions. 
By :Mr. IRELAND: A bill (H. R. 10799) granting a pension to 

Churlotta 1\Iader; to the Committee on Invalid Pensions. 
. Al o, a bill (H. R. 10800) granting a pension to Della Voor-

hees ; to the Committee on Pensions. · 
Also, 11 bill (H. R. 10801) granting a pension to George 

Bencher; to the Committee on Invalid Pensions. 
Also, a bill (H. R. 10802) granting an increase of pension to 

David P. Dunkle; to the Committee on Invalid Pensions. 
Also, a bill (H. R. 10803) granting an increase of pension to 

David B. Stockton; to the Committee on Invalid Pensions. 
By l\Ir. KETTNER: .A bill (H. R. 10804) for the relief of the 

heit·s of Harold B. Stoebe; to the Committee on Claims. 
By Mr. LANGLEY: A bill {H. R.10805) granting an increase 

of pension to .Jane Hampton; to the Committee on Pensions. 
Also, a bill {H. R. 10806) granting an increase of pension to 

.Tam~s A. Burke; to the Committee on Invalid Pensions. 
By l\Ir. NEELY: A bill {II. R. 10807) granting an increase of 

pen ion to .Jesse B . .Jemison; to the Committee on Invalid Pen
sions. 

Also, a bill (II. R. 16808) granting, an increase of pension to 
.Joseph Letzkus; to the Committee on Invalid Pensions. 

By Mr. REED: A bill (H. R. 10809) granting a pension to 
Isaac F. Lanham; to the Committee on Pensions. 

Also, a bill (H. R. 10810) retiring Thomas Harrison, n clerk 
in the Naval Observatory, and for other purposes; to the Com
mittee on Naval Atfairs. 

By Mr. RUBEY: ... ~bill (H. R. 10811) granting an increase of 
pension to David M. Prater; to the Committee on Invalid Pen
sions. 

By Mr. STERLING of Dlinois: A bill (H. R. 10812) granting 
an increase of pension to Charles .T. Mead ; to the Committee on 
Invalid Pensions. 

By Mr. TAYLOR of Colorado: A bill (H. R. 10813) granting 
an increase of pension to William H. Coleman; to the Com-
mittee on InvaHd Pensions. · 

By Mr. TILLMAN: A bill (H. n. 10814) granting a pension 
to Maggie V. Stone; to the Committee on In·mlid Pensions. 

Also, a bill (H. R. 10815) granting a pension to .Tames H. 
8chneider; to the Committee on Pensions. · 

By Mr. WELTY: A bill (H. R. 10816) granting an increase 
o! pension to Luther H. Angleberger; to the Committee on 
Invalid Pensions. · · 
· By Mr. ZIHLl\IAl~: A bill (H. R. 1081i) granting an increase 
of pension to .John L. \Vheeler; to the Committee on InYalid Pen-
sion . · 

PETITIONS, ETC. 

Under clan ~e 1 of llule XXII, petitions and papers ,,·ere laid 
on the Clerk's desk and referred as follows: 

By Mr. AnEW: Petition of the Wholesale Coal Trade A • o
ciation of New York, relating to fixing of prices on bituminous 
coal; to the Committee on Agriculture. 

By 1\Ir. CARY: Petition of Newport Hydro-Carbon Co. and 
. the Newport Chemical Works, both of Milwaukee, Wis., asking 
that excess-profits ta1:es be paid in installments; to the Commit
tee on Ways and l\Iean . 

By Mr. DALE of New York: Petitions of the Wetlnesday 
Club, of Fort Smith, Ark., and other clubs and organizations 
of the United States, against increase in second-class ·postage; 
to the Committee on Ways and Means. 

By Mr. DILLON: Memorial of Steven A. Hurlbut Post, No. 
9, Grand Army of the Republic, of Elk Point, S. Dak., urging the 
increase of pen ions of all Civil War veterans to $50 per month; 
to the Committee on Invalid Pensions. 

By 1\ir. ESCH: Petition of American Wood PrcserYer ' A.sso
~iation, Baltimore, Md., ngainst increa e in postage on second
class matter; to the Committee on Ways and Means. 
. Al o, petition of sundry citizens of Grand Marsh Count-y, 
Wis., favoring closing all breweries in the Nation as a war 
measure; to the 'ommittee on ~~griculture. 

By l\fr. FESS: Petitions of citizens of the Stnte of Ohio, 
pledging ·upport of the Fetlerul Food .~dministrution, but pro~ 

testing against the waste of grain in the manufacture ~f intoxi
cating liquors; to the Committee on· the .Judiciary. 

By l\fr. HILLIARD: Resolutions adopted by the Weilaesday 
Club of Fort Smith, Ark.; Lake View Woman's Club; Monday 

-Club of Marshall, Mich.; Wedne day Morning Olult ef Cran
ford, N. J.; General Federatiol) of \Vomen's Clubs; Woman's 
·civic Betterment Club of Roanoke, Va.; Pen and •rush Club 
of New York, N. Y.; Sorosis Club of Chillicothe, Met.; Penelope 
Club of Fort Worth, Tex.; Kappa Alpha Theta Alu•Ire Club 
of Greencastle, Ind.; and Cedar Falls (Iowa) · Cha~ter, Daugh
ters of the American Revolution, protesting against iacreased 
postage rates on periodicals; to the Committee oa Ways and 
Means. 

Also, petition of Maude l\I. Sander , D. 0., Helen lt. Mcilvain, 
Mrs. Nellie l\f. Clark, Louise Gunsaul, Mrs. E. M. Tt·exel, 1\.lr . 
.T. T. W. Hall, and 32 others, all citizens of the State ef Colo
rado, praying for immediate war prohibition; to the OeiiLlilittee 
on the .Judiciary. 

Also, petition of Mrs. 0. 1\I. Uayli s, Mrs. H. A. Kee:an, 1Urs. 
Alice Sater, Mrs. E. l\1. Howe; Mrs. R. B. Hughes, .John L. 
Young, .Joseph .T. Weir, Mrs. Nellie E. Geer, Edna White, and 
Mr .. Cintra Dillon, all of Denver, Colo., praying fctr ~•mediate 
war prohibition; to the Committee on the Judiciar7. 

Also, petition of Maggie Fraser, Mrs. A. D. Moss, Jlt·s. Sudie 
E. Flint, l\Irs. Ella H. Stem, Florence C. M. Wilmot, Hiram D.' 
Nicl10lson Rose D. 1Voodworth, nnd 21 others, all citir:ens of the 
Stnte of Colorado, praying for immediate war prcthi.ition; to 
the Committee op_ the Judiciary. 

Uy Mr. IRELAND: Petition ot D. Turigliatti and ether citi
zens of Toluca, IlL, fa\oring a law to punish persoll.i er organi
zntions responsible for pro-German :::;,ctivity ; to the· Ce•mittee · 

·on the .Judiciary . 
By Mr. LONERGAl~: Petition of Advent Christlall Science 

Church of Plainville, Conn., favoring immediate war ttrohibi-
tion; to the Committee on the .Judiciary. . 

Uy Mr. LUNDEEN: Memorial of Lodge No. 11 of t1le Interna
tional Boiler 1\Iukers, of Minneapolis, Minn., favorin' 110 time 
limit for the return . of the railways to private owa&~lup; to 
the Committee on Railways and Canals. 

Also, petition of Minneapolis Garden Club, favoria, the day
light-saving bill; to the Committee on Interstate aacl Foreign . 
Commerce. 

Also, petition of Local Union, No. 1G, of Plumber:. aad Steam 
Fitters' .... ~ssociation, of Minneapolis, M1n'n., favorin~ the pas
sage of bills granting increase of pay to the GoTerilmeut em
ployees; to the Committee on Appropriations. 

Also, petition of the Credit Men of the Northwest, favorin"' 
retaining the present bankruptcy law permanently, aal1. ~trougly 
opposed to any effort to repeal said law; to the Committee on 
the .Judiciary. · 

By Mr. POLK: l\Iemorinl of Delaware Automobile Associ a~ 
tion, against the passage of House bill 8565, relative ta tax on 
automobile owners; also petition of James P. Winchester, pre.·i
dent Wilmington (Del.) Trul!lt Co., relative to payment of ex
cess-profits tax; to the Committee on 1Vays and MeunSJ. 

By Mr. ROUSE: Resolution ot the Allied Federate<] Qoafts o! 
Railway Employees of Ludlow, Ky., opposing any le:iiilatlon 
that would fix u time limit after the 'Yar for the railraads to be 
returned to private owner~ hip; to the Committee oa Interstate 
and Foreign Commerce. 

By Mr. STINESS : Petition ot medical society and r~idents 
of Washington County, R. I., f-avoring the passage ef bill grant
ing increased rank to officers in the Medical Corps of tile Army ; 
to the Committee on Military Aft'air!!l. 

SENATE . 
:.M:o:~m.~Y, M m·ch 18, 1918. 

The haplain, Rev. Forrest .T. Prettyman, D. D., offered the 
following prayer : 

Almighty God, we 1ift up our hearts to Thee that we may drnw 
from Thee tho e qualitie of lleart and mind that fit us for 
the duties and responsibilities of this high office. Thou cJost 
minister out of Thine own hand direct the high~t and best 
gifts to men who seek Thy face. 'Ve pray that the :ift that 
'.rhou dost bring, that Thou <lost inspire, that Thou <1-.st ~reathe 
may be given to us this uay, t lwt with all purit7 ef .ll.eart nnd 
purpo ·e we may serve the veuple and serve God. Fer Chri t's 
sake. -~en. 

The .Journal of the proceeuings of Saturday lust wa..i rea<l an<l 
approYed. 

DISPOSITION OF t;SELE S Pn'ERS (H. DOC. NO. tff). 

The VICE PRESIDENT. The Chair lays before ~e Sen.nte 
u communication from the ccretnry of Labor, tra~iti:ing, 
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